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PREFACE 

This Report of the Comptroller and Auditor General of India for the year ended 

31 March 2023 has been prepared for submission to the Governor of the State 

of Haryana under Article 151 of the Constitution of India. 

The Report contains significant results of the Compliance Audit of 

Government Departments/Autonomous Bodies, receipts and expenditure of 

major revenue earning departments under Revenue Sector and State Public 

Sector Enterprises of Government of Haryana. 

The instances mentioned in this Report are those which came to notice in the 

course of test audit during the year 2022-23 as well as those which came to 

notice in earlier years but could not be reported in the previous Audit Reports; 

instances relating to the period subsequent to 2022-23 have also been included, 

wherever necessary. 

The audit has been conducted in conformity with the Auditing Standards 

issued by the Comptroller and Auditor General of India. 
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Women and Child Development Department had not evolved a mechanism for 

maintaining the list of beneficiaries under the Scheme “Surakshit Bhavishya 

Yojna” and updating it from time to time leading to an excess payment of 

premium of ₹ 12.66 crore to LIC. 

(Paragraph 2.7) 

Revenue Sector 

Chapter 3: General  

The total revenue receipts of the State Government for the year 2022-23 were 

₹ 89,194.69 crore as compared to ₹ 78,091.69 crore during the year 2021-22. 

Out of this, 80.39 per cent was raised through tax revenue (₹ 62,960.80 crore) 

and non-tax revenue (₹ 8,742.63 crore). The balance 19.61 per cent was 

received from the Government of India as State’s share of divisible Union taxes 

(₹ 10,378 crore) and Grants-in-aid (₹ 7,113.26 crore).  

(Paragraph 3.1.1) 

Test check of the records of 117 units pertaining to Sales Tax/Value Added Tax, 

Stamp Duty and Registration fee conducted during the year 2022-23 revealed 

under-assessment/short levy of tax/loss of revenue aggregating to ₹ 260.24 crore 

in 2,516 cases. During the course of the year, the Departments concerned 

accepted under assessment and other deficiencies of ₹ 79.04 crore involved in 

1,980 cases.  

(Paragraph 3.10)  

Chapter 4: Taxes/Value Added Tax on sales, trade 

The Assessing Authorities, while finalising the assessments, allowed 

concessional rate of tax without verification of statutory forms, resulting in 

under assessment of tax of ₹ 1.97 crore.  In addition, penalty of ₹ 5.90 crore was 

also leviable. 

(Paragraph 4.3) 

The Assessing Authorities, while finalising the assessments, assessed the cases 

on Gross Turnover/Taxable Turnover as ₹ 25.34 crore instead of ₹ 33.04 crore, 

resulting in under assessment of tax of ₹ 87.87 lakh. 

(Paragraph 4.4) 
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Chapter 5: Stamp Duty 

Misclassification/undervaluation of collaboration agreements in 73 cases 

resulted in short levy of stamp duty and registration fee of ₹ 23.37 crore. 

(Paragraph 5.3) 

In 218 deeds, stamp duty and registration fee of ₹ 28.69 crore was levied using 

the rates for agricultural land. However, land records (Jamabandis), revealed 

that those were residential, commercial or industrial plots/land. Thus,  

₹ 46.51 crore was leviable. It led to a shortfall of ₹ 17.82 crore in collection of 

stamp duty and registration fee. 

(Paragraph 5.4) 

Seven developers evaded registration of collaboration agreements in 

contravention of provisions of Section 17 (1)(b) of the Registration Act, 1908 

resulting in a loss of stamp duty of ₹ 13.99 crore. 

(Paragraph 5.5) 

114 farmers purchased agricultural land with the compensation/award received 

after January 2014 and availed exemption of Stamp Duty and Registration Fee. 

As no exemption of Stamp Duty and Registration Fee was allowed in such cases, 

it resulted in non/short levy of stamp duty and registration fee of ₹ 2.23 crore. 

(Paragraph 5.6) 

Registering Authorities allowed exemption from payment of stamp duty and 

registration fee of ₹ 1.36 crore to Dakshin Haryana Bijli Vitran Nigam Limited 

incorrectly treating them as Government entity. 

(Paragraph 5.7) 

Registering Authorities incorrectly assessed prime khasra land at normal rates 

fixed for agricultural land, resulting in short levy of stamp duty of ₹ 1.31 crore. 

(Paragraph 5.8) 

Commercial 

Chapter 6: Financial Performance of State Public Sector Enterprises 

As on 31 March 2023, there were 37 SPSEs (two Statutory Corporations and 

35 Government Companies including three inactive Government Companies)  

in the State. Nineteen SPSEs reported profit as per their latest financial statements 

in 2022-23 against 20 SPSEs in 2021-22. The profit earned increased from 







Compliance Audit Report for the period ended March 2023 

xiv 

Chapter 11: Compliance Audit Observations (Public Sector Undertakings) 

Imprudent decision of the Haryana Orbital Rail Corporation Limited to retain 

the share application money beyond the stipulated time, in contravention to the 

provisions of the Companies Act, 2013 led to payment of an avoidable interest 

of ₹ 1.20 crore to the share applicants. 

(Paragraph 11.1) 

Haryana Tourism Corporation Limited delayed transfer of possession of a 

Convention Centre to the contractor - as well as execution of license agreement. 

Extension of renovation and upgradation period (without license fee) was given in 

violation of the agreed terms and conditions of LOI, thus, unduly favouring the 

contractor and depriving the Company of license fee income of ₹ 0.68 crore. 

(Paragraph 11.2) 
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CHAPTER-1 

INTRODUCTION 

1.1 About the Report 

There are 41 Departments, 37 Public Sector Undertakings and 42 Autonomous 

bodies functioning under the Government of Haryana as detailed in 

Appendix 1.1.  This Report covers matters arising out of the compliance audit 

of the Departments, Public Sector Undertakings and Autonomous Bodies of the 

State. Compliance audit refers to examination of the expenditure and revenue 

of the audited entities to ascertain whether the provisions of the applicable laws, 

rules and regulations made thereunder and various orders and instructions 

issued by the competent authorities are being complied with. 

The primary purpose of this report is to bring important results of audit to the 

notice of the State Legislature. Auditing Standards require that the materiality 

level for reporting should be commensurate with the nature, volume and 

magnitude of transactions. The findings of audit are expected to enable the 

executive to take corrective actions, and also to frame policies and directives 

that will lead to improved operational efficiency and financial management of 

the organisations, thus, contributing to better governance. 

This chapter explains the authority for audit, planning and extent of audit and 

responsiveness of Government to audit. Chapter 2 contains observations 

emanating from compliance audit of Government Departments, Chapter 3 on 

General (Revenue Sector), Chapter 4 on Taxes/VAT on Sales, Trade, Chapter 

5  on Stamp Duty, Chapter 6 on Financial Performance of State Public Sector 

Enterprises, Chapter 7 on Oversight Role of Comptroller and Auditor General 

of India, Chapter 8 on Corporate Governance, Chapter 9 on Corporate Social 

Responsibility, Chapter 10 contains observations of the Subject Specific 

Compliance Audit and Chapter 11 on observations emanating from 

compliance audit of State Public Sector Undertakings. 

1.2 Budget profile 

The position of budget estimates and actual expenditure by the State 

Government during 2018-23 is given in Table 1.1. 
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Table 1.1: Budget and actual expenditure of the State during 2018-23 

(₹ in crore) 

Expenditure 2018-19 2019-20 2020-21 2021-22 2022-23 

Budget 

Estimates 

Actual Budget 

Estimates 

Actual Budget 

Estimates 

Actual Budget 

Estimates 

Actual Budget 

Estimates 

Actual 

General Services 29,788 28,169 35,358 31,884 37,228 34,734 39,680 37,948 44,001 42,069 

Social Services 34,176 29,743 36,114 33,726 43,090 36,164 43,293 40,928 47,255 43,680 

Economic 
Services 

20,916 19,022 22,770 19,238 25,020 19,048 33,954 19,549 24,943 20,657 

Grants-in-aid and 
Contributions 

306 222 0 0 0 0 0 0 0 0 

Total (1) 85,186 77,156 94,242 84,848 1,05,338 89,946 1,16,927 98,425 1,16,199 1,06,406 

Capital Outlay 15,780 15,306 16,260 17,666 13,201 5,870 9,318 11,046 22,344 11,665 

Loans and 

Advances 
Disbursed 

1,766 756 1,407 1,309 1,213 926 1,239 966 3,662 2,462 

Repayment of 
Public Debt 

12,466 17,184 20,257 15,776 22,592 29,498 28,161 25,473 35,052 53,021 

Contingency Fund - 13 - - - - - - - - 

Appropriation to 
Contingency Fund 

- - - - - 800 - - - - 

Public Accounts 

disbursements 

2,32,569 37,386 1,41,707 42,171 51,356 50,245 59,394 51,728 55,066 67,825 

Closing Cash 

balance 

- 2,985 - 3,999 - 3,148 - 4,946 - 3,834 

Total (2) 2,62,581 73,630 1,79,631 80,921 88,362 90,487 98,112 94,159 1,16,124 1,38,807 

Grand Total 

(1+2) 

3,47,767 1,50,786 2,73,873 1,65,769 1,93,700 1,80,433 2,15,039 1,92,584 2,32,323 2,45,213 

Source: Annual Financial Statements and Explanatory Memorandum of the Budget of the 

State Government. 

1.3 Application of resources of the State Government 

As against the total budget outlay of ` 2,32,323 crore, the application of 

resources was ` 2,45,213 crore during 2022-23. The total expenditure1 of the 

State increased by 29 per cent from ₹ 93,218 crore2 to ₹ 1,20,533 crore3 during 

the period 2018-19 to 2022-23 while revenue expenditure increased by  

38 per cent from ₹ 77,156 crore to ₹ 1,06,406 crore and capital expenditure 

decreased by 24 per cent from ₹ 15,306 crore to ₹ 11,665 crore during the same 

period. Revenue expenditure constituted 82 to 93 per cent of the total 

expenditure while capital expenditure was six to 17 per cent during the period 

from 2018-19 to 2022-23. 

 

  

 

1 Total of Revenue Expenditure, Capital Outlay and Loans and Advances. 
2  ₹ 93,218 crore = Revenue Expenditure: ₹ 77,156 crore + Capital Outlay: ₹ 15,306 crore 

+ Loans and Advances: ₹ 756 crore. 
3  ₹ 1,20,533 crore = Revenue Expenditure: ₹ 1,06,406 crore + Capital Outlay: ₹ 11,665 

crore + Loans and Advances: ₹ 2,462 crore. 
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1.4 Planning and conduct of audit 

The audit process commences with risk assessment of various departments, 

autonomous bodies and schemes/projects which involves assessing the 

criticality/complexity of activities, the level of delegated financial powers, 

internal controls and concerns of the stakeholders and the previous audit 

findings. Based on the risk assessment, the frequency and extent of audit are 

decided, and an Annual Audit Plan is formulated. 

After completion of audit, an Inspection Report containing audit findings is 

issued to the head of the office with a request to furnish replies within four 

weeks. Whenever replies are received, audit findings are either settled or further 

action for compliance is advised. Important audit observations pointed out in 

these Inspection Reports are processed for inclusion in the Audit Reports of the 

Comptroller and Auditor General of India, which are to be submitted to the 

Governor of Haryana under Article 151 of the Constitution of India. 

During 2022-23, compliance audit of 449 auditee units of departments under 

Section 13, seven auditee units of PSUs under Section 19(1), Section 19(2) and 

25 auditee units of autonomous bodies under Sections 14, 19(2), 19(3) and 20(1) of 

Comptroller and Auditor General's (Duties, Powers and Conditions of Service) Act, 

1971, was conducted by the office of the Principal Accountant General (Audit), 

Haryana as a field formation of the Comptroller and Auditor General of India.  

1.5 Significant audit observations and response of Government to audit 

In the last few years, Audit had reported on several significant deficiencies in 

implementation of various programmes/activities as well as on the quality of 

internal controls in the selected departments/Public Sector Undertakings 

(PSUs), which adversely affect the success of programmes and functioning of 

the departments/PSUs. The focus was on offering suitable recommendations to 

the Executive/ Management for taking corrective action and improving service 

delivery to the citizens. The Departments/PSUs are required to send their 

responses to the draft paragraphs proposed for inclusion in the Reports of 

Comptroller and Auditor General of India within six weeks.  

This Audit Report contains 10 compliance audit paragraphs4 which were 

forwarded to the Administrative Secretaries concerned.  Exit conference in 

respect of Subject Specific Compliance Audit (SSCA) had been conducted with 

the Administrative Secretary and the reply of Chief Administrator, Haryana 

Shahri Vikas Pradhikaran received in case of one paragraph.  The replies were 

awaited for the eight paragraphs (July 2025). 

 

4  10 Compliance Audit Paragraphs = 7 Paragraphs of Departments + 3 paragraphs of 

Public Sector Enterprises (Including one SSCA). 
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1.6 Government response to Inspection Reports  

After periodical inspection of the Government departments/PSUs, the Principal 

Accountant General (Audit) issues the Inspection Reports (IRs) to the head of 

the offices audited with copies to the next higher Authority/ Management. The 

executive authorities/ managements are expected to promptly rectify the defects 

and omissions pointed out, and report compliances to the Principal Accountant 

General (Audit) within four weeks. Half yearly reports of Inspection Reports 

(IRs) pending for more than six months are also sent to the concerned 

Administrative Secretaries of the departments to facilitate monitoring and 

compliance of the audit observations in the pending IRs.   

A total of 24,242 paragraphs pertaining to 8,049 IRs were outstanding as of 

31 March 2023, against various auditee units pertaining to different 

Departments, Public Sector Undertakings and Autonomous bodies in the State 

as detailed in Table 1.2. 

Table 1.2: Year-wise breakup of outstanding Inspection Reports and paragraphs 

Year Number of IRs  Number of 

paragraphs 

Prior to 2016-17 5,624 13,239 

2017-18 583 1,804 

2018-19 592 2,272 

2019-20 465 1,927 

2020-21 300 1,445 

2021-22 239 1,465 

2022-23 246 2,090 

Total 8,049 24,242 

Source: Information derived from IR Registers maintained in PAG (Audit) Office. 

Category-wise details of irregularities pointed out through these IRs which had 

not been settled as of March 2023 are indicated in Appendix 1.2. 

1.7 Follow-up on Audit Reports 

Discussion in Public Accounts Committee (PAC) and Committee on Public 

Undertakings (COPU) 

1.7.1  Compliance to Audit Reports 

According to the instructions issued (October 1995) by the Government of 

Haryana, Finance Department and reiterated in March 1997 and July 2001, the 

administrative departments were to initiate suo motu action on all audit 

paragraphs featuring in the Comptroller and Auditor General’s Audit Reports 

regardless of whether the cases were taken up for examination by the Public 

Accounts Committee (PAC)/Committee on Public Undertakings (COPU) or not. 

The Administrative Departments were required to furnish Action Taken Notes 
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(ATNs) indicating the remedial action taken or proposed to be taken by them 

within three months of the presentation of the Audit Reports to the Legislature. 

Details of Audit Reports placed in the State Legislature during 2020-25 is given 

in Table 1.3. 

Table 1.3: Status of discussion on Audit Reports Laid in State Legislature during 2020-25 

Sr. 

No.  

Name of Compliance/Performance Audit 

Report 

Date of placement 

of Audit Reports 

in the State 

Legislature 

Committee in 

which 

Compliance/PA 

Report are to be 

discussed 

Status of 

discussion as of 

March 2025 

1.  Compliance Audit Report on PSUs (Social, 

General and Economic Sectors) – 2019 

(Report No. 2 of 2020) 

5 March 2021 COPU Discussed 

during 2022-23 

& 2023-24 

2.  Compliance Audit Report- Non-PSU (Social, 

General and Economic Sectors) – 2019 

(Report No. 3 of 2020) 

16 March 2021 PAC  Discussed 

during 2021-22 

3.  Compliance Audit Report on Social, General 

and Economic Sectors – 2020  

(Report No. 4 of 2021) 

22 December 2021 PAC/COPU Discussed 

during 2022-23 

& 2023-24 

4.  Performance Audit on Direct Benefit 

Transfer (Report No. 2 of 2022) 

8 August 2022 PAC Discussed 

during 2023-24 

5.  Performance Audit of Functioning of 

Transport Department  

(Report No. 4 of 2022) 

8 August 2022 PAC Discussed 

during 2023-24 

6.  Performance Audit on Functioning of Haryana 

Power Generation Corporation Limited 

(Report No. 6 of 2022) 

10 August 2022 COPU Under 

Discussion 

7.  Compliance Audit of Energy & Power, 

Industries & Commerce and Urban 

Development clusters for the year ended  

31 March 2021 (Report No. 7 of 2022) 

10 August 2022 PAC5 and COPU6 Discussed 

during 2023-24 

8.  Compliance Audit Report-2 for the year ended 

31 March 2021 (Report No. 1 of 2023) 

22 March 2023 PAC and COPU7 Discussed 

during 2023-24 

9.  Performance Audit on Rural and Urban Water 

Supply Schemes (Report No. 3 of 2023) 

25 August 2023 PAC Discussed 

during 2024-25 

10.  Performance Audit on Public Health 

Infrastructure and Management of Health 

Services (Report No. 2 of the year 2024) 

13 November 2024 PAC ATNs Awaited 

As of March 2025, Report of Performance Audit on Functioning of Haryana 

Power Generation Corporation Limited (Report No. 6 of 2022) was under 

discussion with COPU for which ATNs was received in October 2023.  

1.7.2 Action awaited for recovery pointed out in Audit reports 

Action for recovery of ` 1,961.17 crore pointed out through 33 audit paragraphs 

appeared in Audit Reports for the years 2000-01 to 2019-20 was awaited as of 

March 2025.  The details of outstanding recoveries pointed out by Audit is given 

 

5  Three paragraphs of the Compliance Audit Report (4.1, 4.2 and 4.3). 
6  Six paragraphs of the Compliance Audit Report (2.1 to 2.3 and 3.1 to 3.3). 
7  One paragraph of the Compliance Audit Report (5.17). 
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in Appendix 1.3.  PAC has also recommended the departments concerned to 

recover this amount.  

1.7.3 Compliance to Reports of COPU and PAC 

Final action on 649 recommendations contained in 16th to 91th Reports of PAC 

for the years 1979-80 to 2024-25 and 265 recommendations contained in 16th to 

71th Reports of COPU for the years 1983-84 to 2024-25 was awaited as per details 

given in Appendix 1.4. Department/PSUs-wise details of the pending 

recommendations of the Public Accounts Committee and Committee on Public 

Sector Undertakings is given in Appendix 1.5.  
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CHAPTER-3 

GENERAL 

3.1 Trend of revenue receipts 

3.1.1 A snapshot of tax and non-tax revenue raised by the Government of 

Haryana, State’s share of net proceeds of divisible Union taxes and duties 

assigned to States and Grants-in-aid received from Government of India (GoI) 

during the year 2022-23 and the corresponding figures for the preceding four 

years are depicted in Table 3.1. 

Table 3.1: Trend of revenue receipts 

(₹ in crore) 

Sr. 

No. 

Particulars 2018-19 2019-20 2020-21 2021-22 2022-231 

1. Revenue raised by the State Government 

 Tax revenue 42,581.34 42,824.95 41,913.80 53,377.16 62,960.80 

 Non-tax revenue 7,975.64 7,399.74 6,961.49 7,394.13 8,742.63 

Total 50,556.98 50,224.69 48,875.29 60,771.29 71,703.43 

2. Receipts from Government of India 

 Share of net proceeds of 

divisible Union taxes 

and duties 

8,254.60 7,111.53 6,437.59 9,722.16 10,378.002 

 Grants-in-aid 7,073.54 10,521.91 12,248.13 7,598.24 7,113.263 

Total 15,328.14 17,633.44 18,685.72 17,320.40 17,491.26 

3. Total revenue receipts of 

the State Government  

(1 and 2) 

65,885.12 67,858.13 67,561.01 78,091.69 89,194.69 

4. Percentage of 1 to 3 76.74 74.01 72.34 77.82 80.39 

Source: Finance Accounts of the respective years. 

 
1 Finance Accounts of the State Government. 
2  This includes amount of ₹ 2,932.91 crore received from Government of India as share of 

Central Goods and Services Tax. 
3  This includes amount of ₹ 2,575.89 crore received from Government of India as 

compensation for loss of revenue arising out of implementation of Goods and Services Tax. 
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The trend of revenue receipts during the period 2018-19 to 2022-23 is depicted 

in Chart 3.1. 

Source: Finance Accounts of the respective years. 

The revenue receipts of the State increased by 35.38 per cent during the period 

2018-19 to 2022-23.  State’s own tax revenue increased by 47.86 per cent,  

grants-in-aid from GoI increased by 0.56 per cent and the share of net proceeds 

of divisible Union taxes and duties increased by 25.72 per cent during the same 

period. During the year 2022-23, the revenue raised by the State Government 

(₹ 71,703.43 crore) was 80.39 per cent of the total revenue receipts. The balance 

19.61 per cent of the receipts during the year 2022-23 was from the GoI as State’s 

share of net proceeds of divisible Union taxes and duties and of grants-in-aid. 

The percentage of revenue receipts of the State Government from its own 

resources to total revenue receipts increased from 76.74 per cent in 2018-19 to 

80.39 per cent in 2022-23.  
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Tax revenue increased by ₹ 20,379.46 crore (47.86 per cent) during the years  

2018-19 to 2022-23 with an average growth rate of 9.47 per cent for the period.  

The respective Departments attributed the following reasons for the variations: 

• Taxes on sales, trade, etc./Value Added Tax (VAT): Taxes on sales 

trade, etc./Value Added Tax (VAT) increased to ₹ 11,262.05 crore in 

2022-23 against ₹ 11,220.71 crore in 2021-22 due to increased receipts 

under the State Sales Tax Act (increase in diesel/petrol rates). 

• State Goods and Services Tax: Receipt of State Goods and Services 

Tax increased to ₹ 28,576.56 crore in 2022-23 against ₹ 22,922.15 crore 

in 2021-22 due to higher receipts on account of tax (SGST) and 

manufacturing as well as service sector and showed good growth in the 

post covid year. 

• State Excise: Receipt of State Excise increased to ₹ 9,673.37 crore in 

2022-23 against ₹ 7,933.42 crore in 2021-22 due to increase in rates of 

excise duty and license fee i.e. ₹ 66PL to ₹ 74PL in 2022-23 of ED on CL 

and ₹ one crore to ₹ four crore in 2022-23 of L-1BF license. 

• Stamps and Registration Fee: Receipt of Stamps and Registration Fee 

increased to ₹ 8,607.13 crore in 2022-23 against ₹ 7,598.38 crore in  

2021-22 due to more registration of documents (6,81,206 in 2021-22 to 

7,40,810 in 2022-2023) of immovable property.  

• Taxes on vehicles: Receipt of Taxes on vehicles increased to 

₹ 4,231.20 crore in 2022-23 against ₹ 3,264.61 crore in 2021-22 due to 

increase in registration (7,92,659 in 2021-22 to 12,23,170 in 2022-2023) 

of new vehicles.  

• Taxes and duties on Electricity: Receipt of Taxes and duties on 

electricity increased to ₹ 578.00 crore in 2022-23 against ₹ 404.36 crore 

in 2021-22 due to more realisation in Electricity Duty from the 

consumers of power utility.  
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3.1.3  The details of non-tax revenue raised during 2018-19 to 2022-23 are 

indicated in Table 3.3. 

Table 3.3: Details of Non-Tax Revenue raised 

(₹ in crore) 

Sr. 

No. 

Head of revenue 2018-19 2019-20 2020-21 2021-22 2022-23 Percentage of 

increase (+) or 

decrease (-) of Actuals 

of 2022-23 over 

actuals of 2021-22 

Actual 
(percentage to total receipts) 

1.  Interest Receipts 1,953.84 

(24.50) 

1,974.86 

(26.69) 

1,561.74 

(22.43) 

1,378.23 

(18.64) 

1,464.09 

(16.75) 

6.23 

2.  Road Transport 1,196.64 

(15.00) 

1,114.51 

(15.06) 

585.38 

(8.41) 

1,077.44 

(14.57) 

1,333.43 

(15.25) 

23.76 

3.  Education, Sports, Art and 

Culture 

272.17 

(3.41) 

457.94 

(6.19) 

595.47 

(8.55) 

220.11 

(2.98) 

677.73 

(7.75) 

207.91 

4.  Urban Development 2,315.60 

(29.03) 

1,855.51 

(25.08) 

1,953.92 

(28.06) 

1,240.74 

(16.78) 

1,284.24 

(14.69) 

3.51 

5.  Non-ferrous mining and 

metallurgical industries 

583.20 

(7.31) 

702.25 

(9.49) 

1,020.95 

(14.67) 

837.77 

(11.33) 

834.41 

(9.54) 

(-) 0.40 

6.  Major and medium irrigation 164.19 

(2.06) 

171.74 

(2.32) 

209.67 

(3.01) 

232.10 

(3.14) 

360.11 

(4.12) 

55.15 

7.  Police 176.96 

(2.22) 

179.84 

(2.43) 

53.51 

(0.77) 

87.39 

(1.18) 

90.25 

(1.03) 

3.27 

8.  Other administrative services 159.93 

(2.01) 

107.89 

(1.46) 

65.62 

(0.94) 

87.83 

(1.19) 

155.02 

(1.77) 
76.50 

9.  Forestry and wildlife 28.53 

(0.36) 

23.07 

(0.31) 

19.97 

(0.29) 

16.73 

(0.23) 

21.27 

(0.24) 

27.14 

10.  Miscellaneous General 

Services4 

166.03 

(2.08) 

62.96 

(0.85) 

131.69 

(1.89) 

283.99 

(3.84) 

102.75 

(1.18) 

(-) 63.82 

11.  Medical and public health 195.70 

(2.45) 

171.89 

(2.32) 

197.19 

(2.83) 

221.87 

(3.00) 

472.53 

(5.40) 

112.98 

12.  Other non-tax receipts 762.85 

(9.56) 

577.28 

(7.80) 

566.38 

(8.14) 

1,709.93 

(23.13) 

1,946.805 

(22.27) 

13.85 

Total 7,975.64 7,399.74 6,961.49 7,394.13 8,742.63 18.24 

Source: Finance Accounts of the respective years. 

  

 
4  Unclaimed deposits, Sales of land and property, Guarantee Fee and other receipts. 
5  Dividend and Profit- ₹ 192.00 crore, Public Services Commission- ₹ 18.80 crore, Jail- 

₹ 2.46 crore, Supplies and Disposal- ₹ 2.42 crore, Stationers and Printing- ₹ 0.50 crore, Public 

Work- ₹ 33.06 crore, Contribution and Recoveries towards Pension- ₹ 42.75 crore,  Family 

Welfare-₹ 0.07 crore, Water Supply and sanitation- ₹ 66.92 crore, Housing- ₹ 11.51 crore, 

Information and publication- ₹ 0.27 crore, Labour and Employment- ₹ 42.99 crore,  

Social Security and Welfare- ₹ 63.06 crore, Other Social Services - ₹ 0.39 crore, Crop 

Husbandry- ₹ 0.92 crore, Animal Husbandry- ₹ 3.46 crore, Dairy Development- ₹ 0.01 crore, 

Fisheries- ₹ 4.56 crore, Food Storage and Warehousing- ₹ 1.11 crore, Cooperation-  

₹ 10.12 crore, Other Agriculture Programs- ₹ 2.41 crore, Land Reform- ₹ 0.01 crore, Other 

Rural Development Programs - ₹ 1,345.34 crore, Minor Irrigation-₹ 0.02 crore, New 

Renewable Energy -₹ 0.01 crore, Villages and Small Industries- ₹ 2.33 crore, Industries-  

₹ 9.08 crore, Civil Aviation- ₹ 16.48 crore, Road and Bridge- ₹ 43.38 crore, Tourism-  

₹ 0.98 crore and Other General Economic Services- ₹ 28.88 crore. 
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Chart 3.3: Details of Non-Tax Revenue raised  

 

Source: Finance Accounts of the respective years. 
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3.2  Analysis of arrears of revenue 

The arrears of revenue as on 31 March 2023 in some principal heads of revenue 

amounted to ₹ 34,173.07 crore, of which ₹ 10,587.82 crore was outstanding for 

more than five years as depicted in Table 3.4. 

Table 3.4: Arrears of Revenue 

(₹ in crore) 

Sr. 

No. 

Heads of revenue Amount 

outstanding 

as on  

31 March 2023 

Amount 

outstanding 

for more than 

five years as on  

31 March 2023 

Replies of Department 

1 Taxes on sales, 

trade/VAT, etc. 

31,075.87 9,421.34 Recovery of ₹ 963.72 crore was stayed by the Hon’ble High Court 

and other judicial authorities and ₹ 74.27 crore was stayed by orders 

of the Government, recovery of ₹ 32.77 crore was held up due to 

the dealers becoming insolvent, ₹ 105.51 crore was likely to be 

written off and ₹ 2,044.33 crore was held up due to 

rectification/review/application. Recovery of arrears of ₹ 3,522.77 

crore was pending on account of cases pending in court, ₹ 3,907.94 

crore was pending on account of non-recovery by the Department 

due to other reasons, recovery of ₹ 2,543.38 crore was pending with 

the Official Liquidator/Board of Industrial and Financial 

Reconstruction (BIFR). Inter-State arrears were ₹ 396.04 crore and 

inter-district arrears were ₹ 97.05 crore. Recovery of ₹ 0.21 crore 

was being made in instalments. Balance amount of ₹ 17,387.88 

crore was at other stages of action. 

2 State Excise 541.72 261.68 Recovery of ₹ 17.98 crore was stayed by Hon’ble High Court and 

other judicial authorities. Recovery of arrears of ₹ 52.06 crore was 

pending on account of cases pending in court, ₹ 65.71 crore was 

pending on account of non-recovery by the Department due to other 

reasons, ₹ 0.67 was likely to be written off. ₹ 134.13 crore was due 

to inter-State and inter-district arrears. Balance of ₹ 271.17 crore 

was outstanding at different stages of action. 

3 Taxes and duties on 

electricity 

448.69 187.24 Amount of ₹ 447.69 crore was due to inter-State arrears. and  

₹ one crore was pending with the Official Liquidator/ Board of 

Industrial and Financial Reconstruction (BIFR). 

4 Tax on entry of goods 

into local areas (Local 

Area Development Tax) 

208.11 207.97 Recovery of ₹ 182.65  crore was stayed by Hon’ble High Court 

and other judicial authorities, ₹ 4.88 crore are pending on account 

of cases pending with Official Liquidator / Board of Industrial 

and Financial Reconstruction (BIFR) ₹ 0.07 crore was pending 

on account of cases in court, ₹ 0.14 crore was pending on account 

of non- recovery by the Department due to other reasons and  

₹ 20.37 crore was outstanding at other stages of action.  

5 Police 131.13 40.91 Amount of ₹ 7.38 crore was due from Indian Oil Corporation 

Limited (IOCL). The matter of recovery from IOCL in Haryana 

State was pending at the level of the State Government. ₹ 0.29 

crore was recoverable from Bhakra Beas Management Board, 

Faridabad and ₹ 123.46 crore was recoverable from other States 

for election duties and Law & Order duties.  

6 Other taxes and duties on 

commodities and services – 

Receipts from 

Entertainment duty 

11.11 11.11 Recovery of ₹ 8.53 crore was stayed by Hon’ble High Court 

and other judicial authorities; ₹ 0.21 crore was pending on 

account of cases pending in court and the balance amount of  

₹ 2.37 crore was outstanding at other stages of action. 

7 Non-ferrous mining and 

metallurgical industries 

1,756.44 457.57 ₹ 586.45 crore was outstanding on account of demand covered 

by recovery certificate, ₹ 39.99 crore was stayed by Hon’ble 

High Court and judicial authorities. ₹ 0.26 crore was likely to 

be written off and ₹ 304.02 crore was pending on account of 

non-recovery by the Department due to other reasons. Inter-

State arrears were ₹ 521.72 crore and inter-district arrears were 

₹ 231.78 crore.  Recovery of ₹ 0.02 crore was being made in 

instalments. Arrears of revenue for the year 2022-23 was ₹ 0.11 

crore. Balance amount of ₹ 72.09 crore was outstanding at 

other stages of action. 

 Total 34,173.07 10,587.82  

Source: Departmental Figures. 
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3.3  Arrears in assessments 

The details of cases pending at the beginning of the year, cases becoming due 

for assessment, cases disposed of during the year and number of cases pending 

for finalisation at the end of the year as furnished by the Excise and Taxation 

Department in respect of Sales Tax/VAT were as depicted in Table 3.5. 

Table 3.5: Arrears in assessments 

Head of 

revenue  

Year  Opening 

balance 

New cases due 

for assessment 

during the year 

Total 

assessments 

due  

Cases 

disposed 

of during 

the year  

Balance at 

the end of 

the year  

Percentage 

of disposal 

(col. 6 to 5) 

1 2 3 4 5 6 7 8 

Taxes on 

Sales, Trade, 

etc./VAT 

2021-22 5,036 4,240 9,276 3,096 6,180 33 

2022-23 6,180 4,473 10,653 3,576 7,077 34 

Source: Information provided by State Excise and Taxation Department. 

The number of cases pending at the end of the year 2022-23 has increased to 

7,077 against the previous year from 6,180. It is further observed that percentage 

of disposal of cases increased slightly by one percent from 2021-22 to 2022-23. 

The Government may advise the Department to take necessary steps for early 

disposal of these pending cases to augment Government revenue. 

3.4 Evasion of tax detected by the Department 

Under Sections 29 to 31 of the HVAT Act, 2003, the Department is required to 

inspect business premises to detect tax evasion.  Further, the Department 

conducts surveys in business premises to identify new taxpayers.  Besides this, 

roadside checking is also a tool to detect tax evasion for goods in transit. 

The details of cases of evasion of tax detected by the Excise and Taxation 

Department, cases finalised and the demands for additional tax raised as 

reported by the Department are given in Table 3.6. 

Table 3.6: Evasion of Tax 

Sr. 

No. 

Head of revenue Cases 

pending as on 

31 March 2022 

Cases 

detected 

during 

2022-23 

Total Number of cases in which 

assessment/investigation 

completed and additional demand 

with penalty, etc. raised 

Number of cases 

pending for 

finalisation as on 

31 March 2023 

Number of cases Amount of 

demand 

(₹ in crore) 

1 Taxes on sales, 

trade etc./VAT  

1 0 1 0 Nil 1 

2 State Excise 49 100 149 112 0.85 37 

Total 50 100 150 112 0.85 38 

Source: Information provided by Excise and Taxation Department. 

The number of cases pending at the end of the year has decreased in respect of 

State Excise as compared to the number of cases pending at the beginning of 

2022-23.  
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3.5 Refund cases 

The number of refund cases pending at the beginning of the year 2022-23, 

claims received during the year, refunds allowed during the year and the cases 

pending at the close of the year 2022-23 are mentioned in Table 3.7. 

Table 3.7: Details of Refund Cases 

Sr. 

No. 

Particulars  Sales Tax/VAT State Excise 

Number 

of cases 

Amount 

(₹ in crore) 

Number 

of cases 

Amount 

(₹ in crore) 

1 Claims outstanding at the beginning of the year 438 140.37   33   2.21 

2 Claims received during the year 393 199.52 122 15.02 

3 Refunds made/ adjusted/rejected during the year 614 152.81 118 13.81 

4 Balance outstanding at the end of the year 217 187.08   37   3.42 

Source: Information provided by State Excise and Taxation Department. 

Though the number of outstanding cases at the end of the year has decreased in 

respect of Sales Tax/VAT and increased in respect of State Excise as compared 

to cases outstanding at the beginning of the year but the amount in both cases 

have increased. 

Since complete information regarding the GST refund cases was not available 

with the Department, hence, the figure could not be examined in audit. 

3.6 Internal Audit 

During the year 2022-23, out of 245 units planned for audit, Internal Audit Cell 

of Revenue and Disaster Management, and Excise and Taxation (State Excise) 

audited 245 units as detailed in Table 3.8. 

Table 3.8: Internal Audit 

Receipts Number of units Planned Number of units audited 

Stamp Duty 223 223 

State Excise 22 22 

VAT/Sales Tax Nil Nil 

Motor Vehicles Tax  Nil Nil 

Total 245 245 

No internal audit was done by the Excise and Taxation Department (Sales Tax/ 

VAT) and reasons for not conducting internal audit was not provided by the 

Department.  In case of Taxes on Motor Vehicles, internal audit in the State was 

not done due to pandemic effects and the shortage of Section Officers in Audit 

Branch. The irregularities discussed in Chapters 4 and 5 are indicators of 

inadequate internal control mechanism. 

3.7 Response of the Government/Departments towards audit 

The Principal Accountant General (Audit) Haryana conducts periodical 

inspection of Government Departments to test check the transactions and verify 

the maintenance of important accounts and other records as prescribed in the 
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rules and procedures. These inspections are followed up with inspection reports 

(IRs), which are issued to the heads of the offices concerned for taking prompt 

corrective action. The heads of offices/Government are required to comply with 

the observations contained in the IRs within four weeks from the date of receipt 

of the IRs. Serious irregularities are reported to the heads of the Department and 

the Government in the form of a Management Letter. 

Inspection reports issued up to June 2023 revealed that 10,384 paragraphs 

relating to 3,140 IRs remained outstanding at the end of June 2023 as mentioned 

in Table 3.9 along with the corresponding figures for the preceding two years. 

Table 3.9: Details of pending Inspection Reports 

 December 2021 June 2022 June 2023 

Number of IRs pending for settlement 2,973 3,053 3,140 

Number of outstanding audit observations 9,732 9,950 10,384 

3.7.1  The Department-wise details of the IRs and audit observations 

outstanding as on June 2023 is mentioned in Table 3.10. 

Table 3.10: Department-wise details of Inspection Reports 

Sr. No. Name of the 

Department 

Nature of receipts Number of 

outstanding 

IRs 

Number of 

outstanding audit 

observations 

1 Excise and 

Taxation  

Sales tax /VAT 434 4,277 

State Excise 249 497 

Taxes on goods and passengers 254 465 

Entertainment duty and show 

tax 

49 65 

2 Revenue Stamps and registration fees 1,397 3,874 

Land Revenue 174 293 

3 Transport Taxes on vehicles 467 714 

4 Power Taxes and duties on electricity 13 22 

5 Mines and 

Geology 

Non-ferrous mining and 

metallurgical industries 

103 177 

Total 3,140 10,384 

The increase in the pendency of IRs was indicative of the fact that the heads of 

offices and the Departments did not initiate adequate action to rectify the 

defects, omissions and irregularities pointed out by Audit in the IRs. The 

Government may institute a system of effective monitoring of responses of the 

Departments to IRs to ensure prompt response to audit observations. 

3.7.2 Departmental Audit Committee Meetings 

The Government has set up audit committees to monitor and expedite the 

progress of settlement of IRs and paragraphs in the IRs. The details of the audit 

committee meetings held during the year 2022-23 and the paragraphs settled are  

mentioned in Table 3.11. 

Table 3.11: Departmental Audit Committee Meetings 

Sr. 

No. 

Head of revenue Number of 

meetings held 

Number of 

paragraphs settled 

Amount 

(₹ in crore) 

1 Excise and Taxation Department (Sales 

Tax) and Transport Department 

9 531 46.74 
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3.7.3 Response of the Government to the draft audit paragraphs 

Draft audit paragraphs proposed for inclusion in the Report of the Comptroller 

and Auditor General of India are forwarded by the Principal Accountant General 

(Audit) to the Principal Secretary/Additional Chief Secretaries of the 

Department concerned drawing their attention to the audit findings and 

requesting them to send their response within six weeks. The fact of non-receipt 

of replies from the Departments/Government is indicated at the end of such 

paragraphs included in the Audit Report. 

In all, 16 draft paragraphs were sent to the Additional Chief Secretaries of the 

respective Departments between April and December 2024.  No reply has been 

received in these cases from the Government. However, replies received from 

the concerned Departments have been appropriately included in the relevant 

places in the Report. 

3.7.4 Follow up on the Audit Reports-summarised position 

According to the instructions issued by the Finance Department in October 1995 

and reiterated in July 2001, after the presentation of the Report of the 

Comptroller and Auditor General of India in the Legislative Assembly, the 

Departments shall initiate action on the audit paragraphs and the action taken 

explanatory notes thereon should be submitted by the Government within three 

months of tabling of the Report, for consideration of the Public Accounts 

Committee. 

The Report of the Comptroller and Auditor General of India on Compliance 

Audit Report II for the year ended March 2022 containing 18 paragraphs 

including one Subject Specific Compliance Audit and one Information 

Technology Audit was placed before the State Legislature Assembly on 

10 March 2025 for which ATNs are awaited. 

1,004 recommendations pertaining to the Audit Reports from 1979-80 to 2020-21 

contained in 22nd to 90th Reports of PAC as mentioned in Appendix 3.1  

and Appendix 3.2 were pending for want of final corrective action by the 

concerned Departments. 

3.8 Analysis of the mechanism for dealing with the issues raised by 

audit 

To analyse the system of addressing issues highlighted in the Inspection 

Reports/Audit Reports by the Departments/Government, the action taken on the 

paragraphs and performance audits included in the Audit Reports of the last 

10 years for one Department is evaluated and included in this Audit Report. 
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The succeeding paragraphs 3.8.1 to 3.8.2 discuss the performance of the Excise 

and Taxation Department (Sales Tax/VAT) and cases detected during the course 

of local audit for the last 10 years included in the inspection Reports. 

3.8.1 Position of Inspection Reports 

The summarised position of the inspection reports issued to the Excise and 

Taxation Department (Sales Tax/VAT) during the last 10 years, paragraphs 

included in these reports and their status as on 31 March 2023 are brought out 

in Appendix 3.3. 

The number of outstanding IRs increased from 307 in 2013-14 to 432 in 2022-23 

and the number of paragraphs have increased from 1,672 in 2013-14 to 4,226 in 

2022-23 as on 31 March 2023. During this period nine ACMs were held in respect 

of Excise and Taxation Department (Sales Tax/VAT) and Transport Department 

and 531 paragraphs were settled amounting to ₹ 46.74 crore.  

3.8.2 Recovery in accepted cases 

The position of paragraphs included in the Audit Reports of the last 10 years, 

those accepted by the Excise and Taxation Department (Sales Tax/VAT) and 

the amount recovered are mentioned in Appendix 3.4. 

The progress of recovery even in accepted cases was low (7.95 per cent) during 

the last 10 years. The Department may take appropriate action to pursue and 

monitor prompt recovery of the dues involved in accepted cases. 

3.9 Audit Planning 

There are a total of 393 auditable units in the State of Haryana of which 

138 units were planned and audited during 2022-23. The units were selected 

based on risk analysis. 

3.10 Results of audit 

Position of local audits conducted during the year 

Test check of the records of 117 (Revenue 115 +2 expenditure) units6 pertaining 

to Sales Tax/Value Added Tax, Stamp Duty and Registration fees conducted 

during the year 2022-23 revealed under-assessment/short levy of tax/loss of 

revenue aggregating to ₹ 260.24 crore in 2,516 cases. During the course of the 

year, the Departments concerned accepted under assessment and other 

deficiencies of ₹ 79.04 crore involved in 1,980 cases. The Departments had 

recovered ₹ 0.04 crore in 11 cases during the year 2022-23. 

 
6  21 units related to Local audit excluded. 
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3.11  Coverage of this Report 

This Report contains 16 Draft Paragraphs involving financial impact of 

₹ 71.53 crore. 

The Departments/Government have accepted audit observations involving 

₹ 71.53 crore out of which ₹ 1.07 crore had been recovered. These are discussed 

in the succeeding Chapters 4 and 5. 
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CHAPTER-4 

TAXES/VAT ON SALES, TRADE 

4.1 Tax administration 

The Haryana Value Added Tax Act, 2003 (HVAT Act)1 and rules framed 

thereunder are administered by the Additional Chief Secretary (Excise and 

Taxation). The Excise and Taxation Commissioner (ETC) is the head of the 

Excise and Taxation Department who is assisted by Additional ETCs, Joint ETCs 

(JETCs), Deputy Excise and Taxation Commissioner (DETCs) and Excise and 

Taxation Officers (ETOs). They are assisted by Excise and Taxation Inspectors 

and other allied staff for administering the relevant tax laws and rules. 

4.2 Results of audit 

In 2022-23, test check of the records of 10 (Eight Revenue and two expenditure) 

out of 46 units relating to VAT/Sales tax assessments revealed under-

assessment/evasion of tax and other irregularities involving ₹ 176.80 crore in 

376 cases, falling under the following categories as depicted in Table 4.1. 

Table 4.1: Results of Audit 

Revenue 

Sr. 

No. 

Category Number 

of Cases 

Amount  

(₹ in crore) 

1. Under-assessment of tax  93 72.39 

2. Irregular/Incorrect/Excess allowance of Input Tax Credit (ITC) 119 32.97 

3. Evasion of taxes due to suppression of sales/purchases 51 18.94 

4. Acceptance of defective statutory forms 23 15.64 

5. Other irregularities 87 36.45 

 Total (I) 373 176.39 

Expenditure 
1. Other irregularities 3 0.41 

 Total (II) 3 0.41 

 Grand Total (I+II) 376 176.80 

The Department accepted under-assessment and other deficiencies of  

₹ 0.06 crore in four cases which were pointed out during the year and recovered 

₹ 26,543 in one case in the year 2022-23.  

 
1  Though Goods and Services Tax (GST) was implemented from 1 July 2017, there were 

huge number of assessment cases of Value Added Tax (VAT) which were pending at the 

end of the year 2017-18. In September 2015, through the amendment under Section 17 of 

the HVAT Act,  the assessing authority (AA) at any time before the expiry of eight years 

following the close of that year or before the expiry of three years following the date when 

the assessment for that year becomes final, whichever is later, can reassess the tax liability 

of the dealer for the year for which the reassessment is proposed to be made. Thus, the 

cases ending in 2017-18 can be reopened upto 2024-25. The VAT cases audited during the 

year are considered in the Report. 
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Significant cases involving ₹ 9.47 crore are discussed in the following 

paragraphs. 

4.3 Under assessment of tax due to allowing concessional rate of tax 

against invalid forms ‘C’ resultantly undue benefit to the dealers 

The Assessing Authorities, while finalising the assessments, allowed 

concessional rate of tax without verification of statutory forms, resulting in 

under assessment of tax of ₹ 1.97 crore.  In addition, penalty of ₹ 5.90 crore 

was also leviable. 

Section 8 (4) of the Central Sales Tax Act (CST Act), 1956 provided that 

concession under sub section (1) shall not apply to any sale in the course of 

inter-State trade or commerce unless the dealer selling the goods furnishes to 

the Assessing Authority (AA), a declaration duly filled and signed by the 

registered dealer to whom the goods are sold containing the prescribed 

particulars in a prescribed form obtained from the prescribed authority. Further, 

Section 38 of the HVAT Act 2003 provided for penal action (three times of tax 

avoided/benefit claimed) for claims on the basis of false information and 

incorrect accounts or tax. Further, the Government of Haryana issued Standard 

Operative Procedure (SoP) (January 2018) that in cases, where verification 

report is not received within six months from the date of assessment order or 

from the dispatch of verification letter whichever is later, AA should levy tax 

and penalty as provided in the HVAT Act or Rules.  

Scrutiny of records (October to November 2022) of the office of DETC (Sales 

Tax), Rewari for the years 2016-17 to 2017-18 revealed that three dealers in 

three cases claimed concessional rate of tax on their respective inter-State 

sales amounting to ₹ 17.69 crore. In support of the claims, the dealers 

submitted three ‘C’ forms. The concerned AA finalised the assessments 

between May 2019 and March 2021 and allowed the concessional rate of tax 

at the rate of two per cent instead of actual rate of tax 13.125 per cent  

(12.5 per cent tax plus five per cent surcharge) against the declaration forms 

duly filled without verification as per instructions ibid. Although, the AA was 

to send verification letter within six months, it was observed that letters were 

issued after a delay of 16 to 44 months.  

On this being pointed out, verifications were carried out by ETO-cum-AA, 

Rewari (February 2023) with Assistant Commissioner, Department of Trade 

and Taxes, New Delhi which revealed ingenuine ‘C’ Forms in two cases.  

Further, ETO Rewari while accepting the audit observation stated (February 

2025) that in two cases additional demand had been created under HVAT Act 

and CST Act after reassessment. Moreover, recovery proceedings had also been 
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initiated against the dealers. In one case, ETO Rewari stated that reassessment 

proceedings would be finalised shortly. 

Thus, allowing concessional rate of tax, without due verification of prescribed ‘C’ 

forms resulted in under assessment of tax of ₹ 1.97 crore and also undue benefit 

extended to the dealers. In addition, penalty of ₹ 5.90 crore was also leviable. 

The matter was referred to the Excise and Taxation Department in January 2024 

and reported to the Government in June 2024; their replies were awaited 

(May 2025).  

4.4 Under assessment of tax due to non inclusion of excise duty in 

gross turnover 

The Assessing Authorities, while finalising the assessments, assessed the 

cases on Gross Turnover/Taxable Turnover as ₹ 25.34 crore instead of 

₹ 33.04 crore, resulting in under assessment of tax of ₹ 87.87 lakh. 

Section 2 (1) (zg) of the HVAT Act, defines ‘sale price’ as the amount payable 

to a dealer as consideration for the sale of any goods, less any sum allowed at 

the time of sale as cash or trade discount according to the practice, normally 

prevailing in the trade, but inclusive of any sum charged for anything done by 

the dealer in respect of the goods at the time of or before the delivery thereof 

would include any sum charged on account of freight, storage demurrage, 

insurance, handling charges, cess, excise duty, weighment, packing charges, 

warranty, drawing and designing, service charges and other incidental expenses.  

Scrutiny of the records (August to September 2022) of the office of DETC (ST) 

Faridabad (East), revealed that while finalising the assessments (November 

2019 to January 2020) of two dealers for the year 2016-17, the AAs did not 

include excise duty2 of ₹ 7.70 crore in gross turnover (GTO)3. The AAs assessed 

GTO wrongly as ₹ 25.34 crore instead of correct amount of ₹ 33.04 crore. This 

resulted in under assessment of tax of ₹ 87.87 lakh. 

On this being pointed out, the ETOs, Faridabad (East, Ward 1 & 2) accepted the 

audit observation (September 2023 to October 2024) and stated that VAT N2 

notice has been served to the dealer after re-assessment in one case, and in 

another case demand notice has been issued against the dealer under Section 17 

of HVAT Act. Final outcome would be intimated in due course. 

 
2  The excise duty charged by the dealer from the customer is includible in the turnover for 

being taxed as it is a part of the sale price charged even though shown separately in the 

bill issued. 
3  “Gross turnover” when used in relation to any dealer means the aggregate of the sale 

prices received or receivable in respect of any goods sold, whether as principal, agent or 

in any other capacity, by such dealer and includes the value of goods exported out or 

State or disposed of otherwise than by sale. 
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The matter was referred to the Excise and Taxation Department in October 2023 

and reported to the Government in June 2024; their replies were awaited 

(May 2025).  

4.5 Excess benefit of Input Tax Credit due to non-reversal 

The Assessing Authority, while finalising the assessment, did not reverse 

input tax credit on account of inter-State sales which resulted in allowing 

excess benefit of ₹ 33.90 lakh. 

As per Schedule ‘E’, Entry 3(b) read with Section 8(1) of HVAT Act, 2003, when 

goods are sold in the course of inter-state trade or commerce, input tax is 

admissible to the extent of amount of tax actually paid on the purchase of such 

goods in the State under the Act or tax payable on sale of such goods under the 

CST Act, 1956, whichever is lower. 

Scrutiny of records (November 2022) of the office of DETC (ST), Rewari 

revealed that two dealers had shown purchases of ₹ 6.28 crore and claimed input 

tax credit (ITC) of ₹ 80.79 lakh on purchase value. As per the provisions of the 

Act, ITC of ₹ 33.904 lakh was to be reversed on account of inter-State sales of 

₹ 3.05 crore. While finalising the assessment (September 2020) for the year 

2017-18, the AA did not reverse the ITC. This resulted in allowing excess 

benefit of ITC of ₹ 33.90 lakh due to non-reversal of ITC. 

On this being pointed out, the ETO-cum-AA, Rewari stated (November 2024) that 

final notice had been issued to both the dealers and the cases were under process 

and would be decided shortly. Final outcome would be intimated in due course.  

The matter was referred to the Excise and Taxation Department in December 

2023 and reported to the Government in June 2024; their replies were awaited 

(May 2025).  

4.6 Non-levy of tax on Closing Stock 

The Assessing Authorities did not verify details of sales with reference to 

opening and closing stock, resulting in non-levy of tax of ₹ 10.56 lakh on closing 

stock of ₹ 1.01 crore. In addition, penalty of ₹ 15.84 lakh was also leviable. 

Under Section 38 of HVAT Act, 2003 if a dealer has maintained false or 

incorrect accounts or documents with a view to suppressing his sales, purchases, 

imports into State, exports out of State, or stocks of goods, or has concealed any 

particulars in respect thereof or has furnished to or produced before any 

authority under this Act or the rules made thereunder any account, return, 

 
4  ₹ 33,90,254 = ₹ 3,04,74,188 × 11.125 per cent (ITC claimed @13.125 per cent on 

purchase and out-put tax paid @ 2 per cent on inter-state sale). 
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document or information which is false or incorrect in any material particular, 

such authority may, after affording such dealer a reasonable opportunity of 

being heard, direct him to pay by way of penalty, in addition to the tax to which 

he is assessed or is liable to be assessed, a sum thrice the amount of tax which 

would have been avoided, had such account, return, document or information, 

as the case may be, been accepted as true and correct. 

Scrutiny of records (November 2022) of the office of DETC (ST), Rewari 

revealed that a dealer had filed ‘Nil’ return for the assessment year 2017-18 

but his trading account for the year 2016-17 was showing closing stock of 

₹ 1.01 crore. The registration of the dealer was cancelled with effect from 

1 July 2017. The AA while finalising the assessment in December 2019 did 

not verify details of sales with reference to opening and closing stock for the 

years 2016-17 and 2017-18 resulting in non-levy of tax of ₹ 10.56 lakh 

including interest of ₹ 5.28 lakh on closing stock of ₹ 1.01 crore. In addition, 

a sum thrice the amount of tax on account of penalty of ₹ 15.84 lakh was also 

leviable under Section 38 of the HVAT Act. 

On this being pointed out, the Excise and Taxation Officer, Rewari (October 

2024) while accepting the audit observation, stated that recovery proceedings 

for ₹ 26.41 lakh against the dealer have been initiated and after serving three 

recovery notices, the dealer was untraced. Thereafter, letter has been sent to 

the concerned Tehsildar to know the property details of taxpayer as well as 

notice of recovery has also been issued to the sureties of the taxpayer. 

The matter was referred to the Excise and Taxation Department in September 

2023 and reported to the Government in June 2024; their replies were awaited 

(May 2025).  

4.7 Under assessment of tax due to allowing benefit of E-1 subsequent 

sale during movement 

The Assessing Authority, while finalising the assessment, assessed the sale 

(even though the dealer had not submitted E-1 forms) and treated 

commodity as tax free guar instead of cotton which resulted in loss of 

revenue to the extent of ₹ 12.15 lakh to the Government. 

Section 6 (2) of the CST Act provides for exemption of tax on subsequent sale 

during movement of goods from one State to another on production of 

declaration in form E-1. Section 17 provides for reassessment of tax. The 

amendment in September 2015 has increased the time limit within which the 

AA can reassess the tax and the Commissioner was allowed to reassess at any 

time before the expiry of eight years, following the close of that year or before 

the expiry of three years following the date when the assessment for that year 

becomes final, whichever is later.  
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Scrutiny of records (September 2022) of the office of DETC (ST), Sirsa 

revealed that a dealer in one case had purchased Cotton for ₹ 15.45 crore and 

sold Cotton for ₹ 15.73 crore and claimed E-1 (subsequent sales of Cotton J-34) 

during movement worth ₹ 6.07 crore for the year 2015-16. However, the AA 

while finalising the assessment in January 2018 assessed the sale (even though 

the dealer had not submitted E-1 forms) and treated commodity as tax free guar 

instead of cotton which resulted in loss of revenue to the extent of ₹ 12.15 lakh 

to the Government. 

On this being pointed out, the ETO, Sirsa admitted the para and stated that the 

case had been reassessed in February 2024 and an additional demand for ₹ 24.30 

lakh (including interest of ₹ 12.15 lakh) had been created by disallowing the 

claim of E-1 forms. Tax demand notice has also been issued to the dealer for 

recovery.  

The matter was referred to the Excise and Taxation Department in August 2024 

and reported to the Government in September 2024; their replies were awaited 

(May 2025).  
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CHAPTER-5 

STAMP DUTY 

5.1 Tax administration 

Receipts from stamp duty (SD) and registration fee (RF) are regulated under the 

Indian Stamp Act, 1899 (IS Act), the Registration Act, 1908 (IR Act), the 

Punjab Stamp Rules, 1934, (as adopted by the Government of Haryana), and the 

Haryana Stamp (Prevention of Undervaluation of Instruments) Rules, 1978. The 

Additional Chief Secretary (ACS), Revenue and Disaster Management 

Department, Haryana, is responsible for administering the registration of 

various deeds/documents. The overall control and supervision of the levy and 

collection of SD and RF rest with the Inspector General of Registration (IGR), 

Haryana. The IGR is assisted by Deputy Commissioners (DCs), Tehsildars, and 

Naib Tehsildars who act as Registrars, Sub Registrars (SRs) and Joint Sub 

Registrars (JSRs), respectively. 

5.2 Results of audit 

Test check of the records in 107 out of 143 units of the Revenue Department 

during 2022-23 revealed non/short levy of stamp duty and registration fee among 

other irregularities amounting to ₹ 83.44 crore. This represents 1.10 per cent of 

receipts of ₹ 7,598.38 crore for 2021-22. These issues were identified in 2,140 

cases, which fall under the following categories as mentioned in Table 5.1. 

Table 5.1: Results of audit 

Sr. 

No. 

Categories Number of 

cases 

Amount 

(₹ in crore) 

1. Non/short recovery of stamp duty and registration fee due to 

undervaluation of immovable property 

1,447 37.98 

2. Short realisation of stamp duty due to sale of property at lower 

consideration than the amount mentioned in the agreement 

deeds 

77 19.60 

3. Irregular exemption of stamp duty on mortgage 

deeds/compensation certificates for land acquired by the 

government 

141 2.31 

4. Non/short levy of stamp duty and registration fee in case of 

lease deeds   

84 0.78 

5. Miscellaneous irregularities 391 22.77 

 Total 2,140 83.44 

Source: Data compiled by office. 

The Department has accepted under assessment and other deficiencies 

amounting to ₹ 78.98 crore involved in 1,976 cases which were pointed out 

during the year 2022-23 and earlier years. The Department recovered ₹ 3.62 

lakh in 11 cases, of which ₹ 0.31 lakh in one case pertain to 2022-23 and the 

rest pertain to earlier years. 
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Significant cases involving ₹ 62.06 crore are discussed in the following 

paragraphs. 

5.3 Short levy of stamp duty due to misclassification/undervaluation 

of collaboration agreements1 

Misclassification/undervaluation of collaboration agreements in 73 cases 

resulted in short levy of stamp duty and registration fee of ₹ 23.37 crore. 

As per Government of Haryana notification issued in October 2013, any 

agreement that relates to giving authority or power to a promoter or a developer, 

by whatever name called, for construction on, development of or, sale or transfer 

(in any manner whatsoever) of, any immovable property shall be liable to SD 

as is leviable on conveyance on the market value of the property mentioned in 

the agreement. The duty was amended in November 2017 to two per cent of the 

market value of the property or the amount of such consideration as set forth in 

the collaboration agreement, whichever is higher.  

Scrutiny of records of 14 SRs2 (August 2021 to March 2023) for the years  

2019-2022 revealed that 73 collaboration agreements were registered (between 

May 2019 and November 2022) and SD and RF of ₹ 11.64 crore were levied on 

them. Scrutiny of these agreements revealed that owners of land had authorised the 

developers to take possession of the land with the right to construct shop-cum-flats 

and residential houses. These agreements were, therefore, liable to be levied for 

stamp duty as per the notification ibid. As per rates fixed by the Collector, value of 

land transferred to the developers was calculated to be ₹ 1,742.10 crore on which 

SD and RF of ₹ 35.01 crore was leviable as per notification. However, 

misclassification/undervaluation of collaboration agreements resulted in short levy 

of SD and RF of ₹ 23.37 crore as detailed below: - 

(a) In 27 cases, consideration amount (agreed value) was higher than the 

value as per the deed. SD amounting to ₹ 4.33 crore on deed value of ₹ 216.06 

crore was levied instead of SD of ₹ 14.56 crore on the consideration amount of 

₹ 728.16 crore. This resulted in short levy of SD of ₹ 10.23 crore. 

(b) In 27 cases market value of the land was higher than that of the value as 

per deed due to land falling in the R-zone, prime location etc. However, the SRs 

assessed the land at agriculture rates instead of prime rates resulting in a loss of 

SD and RF of ₹ 3.77 crore. 

 
1  An agreement between at least two parties looking to work together on a commercial 

project on a collaborative or cooperative basis. The agreement spells out the specific 

terms and conditions of the parties working relationship including allocation of 

responsibilities and division of revenues derived from the exploitation of the work. 
2  Badshahpur, Faridabad, Farukh Nagar, Gurugram, Harsaru, Kadipur, Karnal, Manesar, 

Panipat, Pataudi, Rai, Sohna, Sonipat and Wazirabad. 
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(c) In 11 cases, the land was already a licensed/CLU land. The SR assessed 

the land at agriculture rates while the assessment should have been done at the 

prescribed rates for plotted, group housing and commercial licenses. As per 

notification ibid, the SD at the rate of two per cent was leviable. SD amounting 

to ₹ 3.35 core was levied (at agricultural rate) instead of ₹ 11.42 crore resulting 

in short levy of SD of ₹ 8.07 crore. 

(d) In eight cases, collaboration agreement was wrongly classified as simple 

agreement and registered with SD of ₹ 100 to ₹ 2,000 resulting in short levy of 

SD and RF of ₹ 1.30 crore. 

On this being pointed out, SR Manesar stated in July 2024 that four cases pertaining 

to Manesar have been decided {under section (u/s)} 47-A of the (IS Act) by the 

Collector and efforts would be made to recover the outstanding amount.  The other 

concerned SRs stated (between May and December 2024) that all the cases had 

been sent to the Collector u/s 47-A of the IS Act for decision.  

The matter was referred to the Department in October 2024 and reported to the 

Government in December 2024; their replies have not been received 

(May 2025). 

5.4  Non/Short levy of stamp duty and registration fee due to 

undervaluation of immovable property 

In 218 deeds, stamp duty and registration fee of ₹ 28.69 crore was levied 

using the rates for agricultural land. However, land records (Jamabandis), 

revealed that those were residential, commercial or industrial plots/land. 

Thus, ₹ 46.51 crore was leviable. It led to a shortfall of ₹ 17.82 crore in 

collection of stamp duty and registration fee. 

Section 27 of the Indian Stamp Act, 1899 (IS Act) as applicable to Haryana 

provided that consideration and all other facts and circumstances affecting  

the chargeability of any instrument with duty or the amount of duty with  

which it is chargeable, should be fully or truly set forth therein. Further as per 

Section 47-A of the IS Act, if the registering officer has reasons to believe that 

the value of the property or the consideration, has not been truly set forth in the 

instrument, he may, after registering such instrument refer the same to the 

Collector for determination of the value or consideration and the proper duty 

payable. 
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Scrutiny of records (February 2022 to March 2023) of 46 SRs/JSRs offices3 for 

the years 2020-21 and 2021-22 revealed that 218 documents were registered 

(May 2020 to September 2022) which were undervalued as agricultural or 

‘otherwise4’ land with lower Collector rate(s) instead of residential, 

commercial, industrial or institutional land/plot. In some cases, SD for covered 

area was not levied or short levied. The value of these properties was to be 

assessed at ₹ 714.26 crore on which SD of ₹ 45.60 crore and RF of ₹ 91.25 lakh 

was required to be levied.  However, the department assessed the value of these 

properties at ₹ 441.26 crore and levied SD of ₹ 27.99 crore and RF of 

₹ 69.98 lakh. This resulted in short levy of SD of ₹ 17.61 crore and RF of 

₹ 21.27 lakh totaling ₹ 17.82 crore.  

On this being pointed out, the concerned SRs/JSRs stated (between July 2022 

and December 2024) that 189 out of 218 cases had been sent to the Collector 

u/s 47-A of the IS Act for decision. Further, in 23 cases pertains to five 

SRs/JSRs5 efforts would be made to recover the outstanding amount and in six 

cases pertains to four SRs/JSRs, recovery of ₹ 4.34 lakh6 had been made.  

The matter was referred to the Department in August 2023 and reported to the 

Government in April 2024; their replies have not been received (May 2025). 

5.5  Loss of revenue of stamp duty and registration fee due to  

non-registration of collaboration/development agreements 

Seven developers evaded registration of collaboration agreements in 

contravention of provisions of Section 17 (1)(b) of the Registration Act, 

1908 resulting in a loss of stamp duty of ₹ 13.99 crore. 

Under Section 17 (1) (b) of the IR Act, mandates registration of every 

instrument which creates the right, title and interest over any immovable 

property. Further, as per Section 2 (d1) of the Haryana Development and 

Regulation of Urban Areas (HDRUA Act, 1975), a Collaboration/ Development 

Agreement with the owner allows a developer (an individual/company/ 

association/ firm/ Limited Liability Partnership) for making an application for 

grant of license and for completion of formalities required on behalf of such 

owner to develop a colony. Director General, Town and Country Planning 

 
3  Assandh, Bilaspur, Badkhal, Barara, Badshapur, Bawal, Behal, Dharuhera, 

Farrukhnagar, Faridabad, Gharaunda, Ganaur, Gaunchhi, Harsaru, Indri, Kullan, Karnal, 

Kadipur, Kalayat, Khizrabad, Kharkhoda, Ladwa, Loharu, Manesar, Mullana, 

Naraingarh, Nilokheri, Nagina, Pehowa, Pataudi, Pundri, Panipat, Radaur, Rajound, 

Rewari, Rai, Sonipat, Siwan, Shehzadpur, Saha, Samalkha, Sohna, Tigaon, Tohana, 

Tauru and Wazirabad. 
4  ‘Otherwise’ means properties such as gairmumkin, Tiwa (Sand Tiwa), Pahad etc. 
5  Gharaunda, Shehzadpur, Farukh Nagar, Naraingarh and Ladwa. 
6  Assandh: ₹ 0.36 lakh; Karnal: ₹ 1.93 lakh; Naraingarh: ₹ 1.38 lakh, Shehzadpur: ₹ 0.67 lakh. 
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Department Haryana (DG, TCPD) in January 2011 ordered that no license 

application shall be entertained unless the collaboration agreements have been 

registered before the SR having territorial jurisdiction of the area in which the 

land falls.  

As per Government of Haryana notification issued in October 2013 and 

amended in November 2017, a duty of two per cent of the market value of the 

property was leviable. Further, Section 33 of the Indian Stamp Act, 1899 (IS 

Act) mandates that every person in charge of a public office before whom any 

instrument, chargeable with duty, is produced or comes in the performance of 

his functions, shall, if it appears to him that such instrument is not duly stamped, 

impound the same. 

Scrutiny of records (October 2022 to March 2023) relating to eight licenses of 

the four offices7 of TCPD and sale agreements/conveyance deeds of licensed 

colonies of the office of seven SRs8 executed during the year 2019-22 revealed 

that seven developers did not register the collaboration agreements.  In the 

absence of such registration (as per orders of DG, TCPD Haryana) the titles in 

favour of their authority to be vendors/Developers were thus defective. 

On receipt of the collaboration agreements, the SR, according to Section 33 of 

the IS Act, should have impounded the same. However, in the absence of any 

mechanism (between Revenue Department and the TCPD) to ensure that 

collaboration agreements should have been registered/stamped before the grant 

of licences or approval of change of beneficial interest, the developers were 

granted licences for their collaboration agreements without registration.  As a 

result, the State Government suffered a loss of revenue on account of SD and 

RF to the extent of ₹ 13.99 crore. 

On this being pointed out, SR Karnal stated (November 2023) that an amount of 

₹ 0.91 crore had been recovered in two cases. SR Harsaru stated that recovery 

notice had been issued in May 2024, however, recovery was pending. The 

remaining five SRs/JSRs9 stated (between April and August 2024) that all the 

cases had been sent to the Collector u/s 47-A of the IS Act for decision. The 

reply of the registering authorities was silent on the reason for not impounding 

the non-registered instruments. 

The matter was referred to the Department in October 2024 and reported to the 

Government in December 2024; their replies have not been received 

(May 2025). 

 
7  Faridabad, Gurugram, Karnal and Rewari. 
8  Dharuhera, Gaunchhi, Harsaru, Karnal, Manesar, Pataudi and Tigaon. 
9  Dharuhera, Gaunchhi, Manesar, Pataudi and Tigaon. 
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5.6 Irregular exemption of stamp duty and registration fee in case of 

immovable properties purchased from compensation amount 

114 farmers purchased agricultural land with the compensation/award 

received after January 2014 and availed exemption of Stamp Duty and 

Registration Fee. As no exemption of Stamp Duty and Registration Fee was 

allowed in such cases it resulted in non/short levy of stamp duty and 

registration fee of ₹ 2.23 crore. 

As per Government order issued in November 2010 under Indian Stamp Act, 

1899 (IS Act), the Government exempted the SD and RF in respect of sale deeds 

executed by farmers whose land has been acquired by Government of Haryana 

for public purposes if they purchase agricultural land in the State within two 

years of having received the compensation. The exemption was limited to the 

compensation amount and any additional purchase beyond the amount of 

compensation received will be liable for SD as per rules.   

As per clarification issued by the Department of Revenue and Disaster 

Management in October 2019, for the compensation received after 1 January 

2014, no benefit of Rehabilitation and Resettlement Policy, 2010 (R & R Policy 

dated 9 November 2010) shall be applicable.  

Scrutiny of records of 10 SRs/JSRs10 revealed that in 114 cases, farmers had 

acquired properties including agricultural land from the proceeds of acquisition 

of the awards declared and process for awards were initiated after 1 January 

2014. Their documents were registered between December 2019 and May 2021. 

Therefore, these deeds were to be assessed at a total value of ₹ 39.45 crore on 

which SD and RF of ₹ 2.23 crore (SD ₹ 2.04 crore + RF ₹ 0.19 crore) were 

leviable. Thus, irregular exemption of SD and RF resulted in non/short levy of 

SD & RF of ₹ 2.23 crore (SD ₹ 2.04 crore + RF ₹ 0.19 crore). 

On this being pointed out, the concerned SRs/JSRs stated (September 2024) that 

113 cases have been sent to the Collector u/s 47-A of the IS Act for decision 

and in respect of one case of SR Julana, an amount of ₹ 0.26 lakh had been 

recovered. 

The matter was referred to the Department in March 2024 and reported to the 

Government in September 2024; their replies have not been received 

(May 2025). 

  

 
10  Gohana, Gorriwala, Ismailabad, Julana, Nigdu, Pillu Khera, Pundri, Rajound, Siwan and 

Uchana. 
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5.7 Non levy of stamp duty and registration fee on instruments 

executed in favour of Autonomous Bodies/Public Sector 

Undertakings 

Registering Authorities allowed exemption from payment of stamp duty 

and registration fee of ₹ 1.36 crore to Dakshin Haryana Bijli Vitran Nigam 

Limited incorrectly treating them as Government entity. 

As per provisions contained in Section 3 (1) of the Indian Stamp Act, 1899 (IS 

Act), as applicable to State of Haryana, no SD shall be chargeable in respect of 

any instrument executed by or on behalf of or in favour of Government. 

However, there is no provision in the Act/Rules for specific 

exemption/remission on the instruments executed in favour of State-owned 

enterprises or autonomous bodies. 

Scrutiny of records of offices of SRs Harsaru, Kadipur and Manesar revealed 

that 13 sale deeds were registered (July 2021 to January 2022) wherein land was 

registered in favour of Dakshin Haryana Bijli Vitran Nigam Limited 

(DHBVNL) and exempted from SD and RF. The value of these immovable 

properties for levy of SD totals to ₹ 26.08 crore on which SD of ₹ 1.30 crore 

and RF of ₹ 0.06 crore were leviable, since DHBVNL is a State Public Sector 

Undertaking. This has resulted in a loss of SD and RF of ₹ 1.36 crore to the 

Government of Haryana. 

On this being pointed out, SR Manesar stated (July 2024) that five out of six 

cases have been decided by the Collector u/s 47-A of the IS Act and efforts 

would be made to recover the amount while one case was pending with 

Collector, Manesar for decision. SRs of Kadipur and Harsaru stated (June 2024) 

that all the seven cases had been sent to the Collector u/s 47-A of the Indian 

Stamp Act, 1899 (IS Act) for decision.  

The matter was referred to the Department in April 2024 and reported to the 

Government in July 2024; their replies have not been received (May 2025). 

5.8  Short levy of stamp duty due to application of non-prime rate on 

land containing Prime Khasra Land 

Registering Authorities incorrectly assessed prime khasra land at normal 

rates fixed for agricultural land, resulting in short levy of stamp duty of 

₹ 1.31 crore. 

Section 27 of the Indian Stamp Act, 1899 (IS Act) as applicable to the State of 

Haryana, provided that the consideration (if any) and all other facts and 

circumstances affecting the chargeability of any instrument with duty, or the 

amount of the duty with which it is chargeable, should be fully and truly set 
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forth therein. Further, Government of Haryana issued Financial Commissioner 

Revenue (FCR) Standing order No.74 in September 2013 to all registering 

authorities in the State, constituting ‘Evaluation Committees’ for fixation of 

minimum market value of properties in various areas of the State from time to 

time for the guidance of Registering Authorities. A copy of these rates is 

supplied to the registering authorities by the Department.  The ‘Evaluation 

Committees’ had fixed separate rates for prime land in their respective 

jurisdictional areas. Based on the recommendations of the Committee, Collector 

rates are fixed for prime and non-prime land separately.  

Scrutiny of records (May 2022 to March 2023) of 23 SRs/JSRs11 revealed that 

85 conveyance deeds were registered for sale at normal khasra rates for 

agricultural land during the period from May 2019 to February 2022. The khasra 

of these deeds as per land revenue records were prime khasra having higher land 

rates. The Collector rate for the land involved was ₹ 67.16 crore on which SD 

and RF of ₹ 4.05 crore was leviable (SD ₹ 3.77 crore + RF ₹ 0.28 crore). The 

SRs/ JSRs, assessed this land at rates fixed for normal khasra amounting to 

₹ 44.19 crore and levied SD and RF of ₹ 2.74 crore (SD ₹ 2.54 crore + RF ₹ 0.20 

crore). This resulted in short levy of SD and RF of ₹ 1.31 crore. 

On this being pointed out, SRs (Karnal, Narnaund and Gharaunda) stated 

(September 2024) that recovery of ₹ 8.30 lakh had been made in five cases. 

SR/JSR (Khanpur Kalan and Gharaunda) stated that two cases have been 

decided by the Collector and recovery orders have been issued. The concerned 

19 SRs/JSRs12 stated (February 2022 to November 2024) that 78 cases had 

been/would be sent to the Collector u/s 47-A of the IS Act for decision. 

The matter was referred to the Department in April 2024 and reported to the 

Government in December 2024; their replies have not been received 

(May 2025). 

  

 
11  Alewa-02, Badkhal-02, Bawal-01, Beri-03, Bond Kalan-01, Dayalpur-17, Dhand-04, 

Ganaur-08, Gaunchi-03, Gharaunda-04, Harsaru-02, Julana-03, Karnal-01, Khanpur 

Kalan-01, Mulana-04, Nangal Chaudhary-01, Narnaund-01, NiloKheri-10, Punhana-04, 

Ratia-03, Samalkha-08, Satnali-01 and Tohana- 01. 
12  Alewa, Badkhal, Bawal, Beri, Bond Kalan, Dayalpur, Dhand, Ganaur, Gaunchi, Harsaru, 

Julana, Mulana, Nangal Chaudhary, Nilokheri, Punhana, Ratia, Satnali, Samalkha and 

Tohana. 
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5.9 Irregular remission of Stamp Duty  

Irregular remission of stamp duty in 14 instruments of transfer deeds 

executed in favour of persons other than blood relations, resulted in loss of 

revenue of ₹ 61.61 lakh to the State exchequer. 

The State Government has the power to reduce, remit or compound duties as 

per Section 9 of the IS Act by rule or order, published in the Official Gazette. 

As per Government order dated 16 June 2014, the Government remits13 the 

stamp duty chargeable on an instrument pertaining to transfer of immovable 

property within family by an owner during his lifetime to any of the blood 

relations namely parents, children, grandchildren, brother(s), sister(s) and 

between spouse.  However, in case of other transfer deeds, levy of SD continued 

as applicable in Schedule-I under Section 3 of the IS Act.  

Scrutiny of records (May 2022 to March 2023) of offices of nine SRs/JSRs14 

for the years 2020-21 and 2021-22, revealed that SD and RF was remitted in 

14 instruments of transfer deeds that were executed in favour of persons other 

than those allowed in the orders ibid of the Government. This irregular 

remission of SD and RF resulted in loss of revenue to the State exchequer of 

₹ 61.61 lakh (SD: ₹ 58.71 lakh + RF: ₹ 2.90 lakh). 

On this being pointed out, SR Gharaunda stated (September 2024) that an 

amount of ₹ 49,525 has been recovered and remaining eight SRs/JSRs15 stated 

(November 2022 to September 2024) that cases had been/would be sent to the 

concerned Collectors u/s 47-A of the IS Act for decision. 

The matter was referred to the Department in September 2023 and reported to 

the Government in June 2024; their replies have not been received (May 2025). 

5.10 Short levy of stamp duty and registration fee due to 

misclassification of sale deeds as release deeds  

Registering Authorities misclassified sale deeds as release deeds, resulting 

in short levy of stamp duty and registration fee of ₹ 45.80 lakh. 

As per Government of Haryana clarification in December 2008 regarding article 

55 in Schedule 1-A of the Indian Stamp Act, 1899 (IS Act), if a release 

instrument of ancestral property is executed in favour of brother or sister 

(children of renouncer’s parents) or son or daughter or father or mother or 

 
13  ‘Remit’ means exempting the stamp duty in whole executed in favour of blood relations 

mentioned as per Government order dated 16 June 2014. 
14  Bawal, Ballabgarh, Ballah, Ganaur, Gharaunda, Gurugram, Karnal, Pillukhera and 

Khanpur Kalan. 
15  Ballabgarh, Bawal, Ganaur, Gharaunda, Gurugram, Karnal, Pillukhera and Khanpur 

Kalan. 
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spouse or grand children or nephew or niece or co-parcener16 of the renouncer, 

stamp duty will be levied ₹ 15 and in any other case, the same duty will be levied 

as a conveyance relating to sale of immovable property for the amount equal to 

the market value of the share, interest, part or claim renounced.  

Scrutiny of records of the offices of 13 SRs/JSRs17 (June 2022 to March 2023) 

revealed that 35 release deeds were executed (May 2020 to July 2022) in favour 

of persons other than those allowed as per the clarification of the Government. 

Hence, these deeds are to be treated as sale. The registering authorities, 

however, treated these deeds as release deeds and incorrectly levied stamp duty 

(SD) and registration fee (RF) of ₹ 8,169 only. The value as per Collector rates 

for these deeds was ₹ 6.57 crore on which SD and RF of ₹ 45.88 lakh was 

leviable. Misclassification of sale deeds as release deeds resulted in short levy 

of SD of ₹ 45.80 lakh.   

On this being pointed out, concerned nine SR/JSRs18 stated (February 2023 to 

September 2024) that 27 cases had been sent to the Collector u/s 47-A of the IS 

Act for decision. SR Shehzadpur stated in September 2023 that the case had 

been decided by the Collector, but recovery was pending. SR Dayalpur and 

Dhand stated (September 2022 to December 2022) that five cases would be sent 

to the Collector u/s 47-A of the IS Act for decision. JSR Dhauj stated (February 

2023) that cases would be examined under intimation to the audit. 

The matter was referred to the Department in July 2024 and reported to the 

Government in October 2024; their replies have not been received (May 2025). 

5.11 Short levy of stamp duty and registration fee due to wrong 

computation of Annual Average Rent on lease deeds  

Registering Authorities levied stamp duty and registration fee of 

₹ 40.96 lakh on lease deeds on the basis of wrongly calculated annual 

average rent instead of stamp duty and registration fee of ₹ 83.32 lakh 

leviable, resulting in short levy of SD and RF of ₹ 42.36 lakh. 

Article 35 of Schedule 1-A of Indian Stamp Act, 1899 (IS Act), provided for 

levy of stamp duty (SD) on lease deeds at prescribed rates for consideration 

equal to the amount or value of such fine or premium or advance in addition to 

the amount of the average annual rent reserved and on the basis of period of 

lease. The State Government has prescribed rate of Stamp Duty on rent 

agreements i.e. upto period of 5 years @ 1.5 per cent, above five years and upto 

 
16  A person who inherited the property from the Hindus Undivided Family. 
17  JSRs; Balla, Dayalpur, Dhand, Dhauj, Nigdu and Shezadpur; SRs; Kadipur, Kalayat, 

Manesar, Mulana, Rai, Siwani and Wazirabad. 
18  Balla, Kadipur, Kalayat, Manesar, Mulana, Nigdu, Rai, Siwani and Wazirabad. 
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10 years @3 per cent, above 10 years and upto 20 years @6 per cent, above 

20 years and upto 30 years @9 per cent and above 30 years @12 per cent. 

Scrutiny of records of the offices of seven SRs19 (May 2022 to March 2023) 

revealed that 21 instruments of lease20 were registered during December 2019 

to November 2021. These deeds were liable to be assessed for ₹ 26.09 crore on 

the basis of annual average rent on which stamp duty of ₹ 78.51 lakh and 

registration fees (RF) of ₹ 4.81 lakh was leviable. However, annual average rent 

was wrongly assessed for ₹ 24.77 crore and stamp duty of ₹ 36.37 lakh and 

registration fees of ₹ 4.59 lakh was levied. This resulted in short levy of SD and 

RF amounting to ₹ 42.36 lakh. 

On this being pointed out, the concerned SRs stated (February to December 

2024) that the cases had been sent to the concerned Collectors u/s 47-A of the 

IS Act for decision.  

The matter was referred to the Department in December 2023 and reported to 

the Government in July 2024; their replies have not been received (May 2025). 

5.12 Short levy of two per cent additional Gram Panchayat and Zila 

Parishad duty due to not implementing Government notification 

in time  

Registering Authorities registered 133 instruments falling under Gram 

Sabha area and levied stamp duty of ₹ 48.81 lakh, instead of levying ₹ 75.79 

lakh at the rate of two per cent surcharge on transaction value in addition 

to stamp duty. This resulted in short levy of stamp duty of ₹ 26.98 lakh in 

contravention of the order of Government of Haryana. 

The Government of Haryana, vide notification21, imposed a stamp duty at the 

rate of two per cent of the amount specified in each instrument for transfer of 

property in the form of surcharge on the duty imposed by the Indian Stamp Act, 

1899 (IS Act), on instruments of sale, gift, mortgage and other transfer of 

immovable property situated in the Sabha area after 15 days from the date of 

publication of this order under section 41 of Haryana Panchayati Raj Act, 1994. 

The duty shall be collected by the Revenue and Disaster Management 

Department.  

Scrutiny of records of nine SRs/JSRs offices22 (June 2022 to March 2023) 

revealed that 133 instruments were registered on 24 and 25 February 2021 

 
19  Kadipur, Rai, Farrukhnagar, Badashahpur, Gurugram, Badkhal and Tauru. 
20  For the period ranging between five to 95 years 
21  No. S.O.4/H.A.11/1994/S.41/2021 dated 09 February 2021 
22  Chhachhruali, Hathin, Kalanwali, Kalayat, Naraingarh, Nigdu, Pehowa, Pundri and 

Saha. 
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falling under Gram Sabha area valuing ₹ 13.65 crore and SD of ₹48.81 lakh was 

levied, instead of levying ₹ 75.79 lakh at the rate of two per cent surcharge on 

transaction value in addition to stamp duty. This resulted in short levy of SD of 

₹ 26.98 lakh.  

On this being pointed out, concerned SRs/JSRs stated (March to December 

2024) that an amount of ₹ 2.99 lakh had been recovered in 20 cases while as in 

12 cases (Naraingarh and Pundri), decided by the Collector, recovery was still 

pending. The remaining 101 cases had been sent to the Collector u/s 47-A of the 

IS Act for decision.  

The matter was referred to the Department in January 2024 and reported to the 

Government in July 2024; their replies have not been received (May 2025). 

5.13 Short levy of stamp duty and registration fee on exchange of 

agriculture land 

Registering Authorities registered eight instruments of exchange on the 

lands by incorrectly considering them in the same revenue estate and levied 

stamp duty of ₹ 2.02 lakh, instead of leviable amount of ₹ 23.70 lakh, 

resulting in short levy of stamp duty and registration fee of ₹ 21.68 lakh. 

As per Section 31 of Schedule 1-A of the Indian Stamp Act, 1899 (IS Act), as 

applicable to State of Haryana, in case of ‘exchange’ of property between the 

two parties, the same duty is applicable as conveyance23  for a consideration 

equal to the value of the property of greatest value as set forth in such 

instrument. Further, State Government vide notification24, reduced the duty 

chargeable in respect of instrument of exchange of agricultural i.e., cultivated 

land comprising of Barani, Abi, Nahri and Chahi lands, subject to the condition 

that the exchange of agricultural land should be in the same revenue estate and 

nominal duty at the rate of five thousand rupees per deed of registration will be 

chargeable. 

Scrutiny of records of five SRs/ JSRs25 revealed that eight exchange deeds of 

agriculture land were registered during October 2021 to March 2022. Stamp 

Duty (SD) amounting to ₹ 0.40 lakh were levied on these deeds considering the 

agriculture land in the same revenue estate. However, SD and registration fee 

(RF) on these deeds were leviable on higher value of exchange of agriculture 

land, as the agricultural land pertained to different revenue estates. SD and RF 

of ₹ 23.70 lakh on these deeds were leviable instead of levied of ₹ 2.02 lakh. 

 
23  Conveyance No. 23. 
24  No.S.O.40/C.A 2/1899/S.9/2021 dated 10 August 2021. 
25  JSRs/SRs: Alewa, Karnal, Kadipur, Rai and Uchana. 
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This resulted in short levy of SD and RF of ₹ 21.68 lakh on exchange of 

agriculture land.  

On this being pointed out, four JSRs/SRs26 stated (June to September 2024) that 

seven cases had been sent to the Collector u/s 47-A of the IS Act for decision. 

SR Karnal stated (September 2024) that recovery orders have been issued but 

recovery is still pending. 

The matter was referred to the Department in August 2023 and reported to the 

Government in April 2024, their replies have not been received (May 2025). 

 
26  JSRs/SRs: Alewa, Kadipur, Rai and Uchana. 
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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 company1 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  

 

 
1  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 SPSEs2 in the State. They 

consisted of two3 Statutory Corporations, 29 Government Companies 

(including three inactive Government companies4) 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 three5 inactive SPSEs (including one under liquidation) in 

the State. The State’s investment in these inactive SPSEs towards capital was 

₹ 11.13 crore as on 31 March 2023. The liquidation process of one6 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. 
4 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 

(₹ 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 ₹ 53,726 crore (5.40 per cent) in 2022-23. Though the 

contribution of all other sectors was minimal ₹ 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 ₹ 1,077.29 

crore (Equity: ₹ 896.41 crore and long-term loans: ₹ 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 31st March 2023 is given in Table 6.2. 

Table-6.2: Sector-wise investment in SPSEs 

Name of 

Sector 

Investment (₹ in crore) Percentage 

of Total 

Equity and 

Long-Term 

Loans  

Total 

Equity 

State 

Government 

Equity 

Total Long-

Term Loans 

State 

Government 

Loans 

Total Equity 

and 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: 

The thrust of investments was on Power sector SPSEs which had received as 

much as 88.50 per cent (₹ 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 (₹ 36,729.28 crore) of total investment of ₹ 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 ₹ 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 ₹ 24.75 crore (Principal: ₹ 12.84 crore and Interest: 

₹ 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 SPSEs7 during the last three years ending 

March 2023 are given in Table 6.3. 

  

 
7  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 

(₹ in crore) 

Particulars 2020-21 2021-22 2022-23 

No. of 

SPSEs 

Amount No. of 

SPSEs 

Amount No. of 

SPSEs 

Amount 

(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+iii)  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 ₹ 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 SPSEs8 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 ₹ 648.75 crore9 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. 

  

 
8 Excluding one SPSE i.e. Faridabad Smart City Limited which has no profit and no loss 

for the annual accounts 2020-21. 
9  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  

(₹ in crore) 

Percentage of profit to 

total SPSEs’ profit 

Haryana Vidyut Prasaran Nigam Limited 396.02 37.74 

Haryana State Industrial and Infrastructure 

Development Corporation Limited 

171.03 16.30 

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 (₹ 1,049.20 crore) earned by 19 SPSEs during 2022-23. 

Sector-wise Net profit ratio10 is depicted in Table 6.5. 

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

(₹ 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. 

6.3.2 Dividend payout by SPSEs 

Nine SPSEs finalised their accounts for the financial year 2022-23 and reported 

profits of ₹ 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 ₹ 25 crore (0.63 per cent of profit).  

Three11 SPSEs declared dividend of ₹ 4.84 crore12 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 

(₹ in crore) 

Year Sector No. of SPSEs which declared 

dividend 

Paid Up Capital Net Profit 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 Employed13. The details of RoCE of SPSEs during the period 

from 2020-21 to 2022-23 are given in Table 6.7. 

  

 
11  Haryana Forest Development Corporation Limited, Haryana Land Reclamation and 

Development Corporation Limited and Haryana Warehousing Corporation. 
12  Haryana Forest Development Corporation Limited declared dividend of ₹ 0.06 crore  

(30 per cent), Haryana Land Reclamation and Development Corporation Limited 

declared dividend of ₹ 0.06 crore (4 per cent) and Haryana State Warehousing Corporation 

declared dividend of ₹ 4.72 crore (80.82 per cent). 
13  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 

(₹ 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 SPSEs14 

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 

(₹ 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 

(₹ in crore) 

Year Sector Interest Earnings 

before 

Interest 

and Tax 

(EBIT) 

Number of SPSEs 

having liability of 

loans from 

Government and 

other financial 

institutions 

Number of 

companies 

having 

interest 

coverage ratio 

more than 1 

Number of 

companies 

having 

interest 

coverage ratio 

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 SPSEs15  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. 

  

 
15  (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 

(₹ in crore) 

Year Sector No of loss 

making SPSEs 

Net loss for 

the year 

Accumulate

d Profit/loss 

Net Worth16 Paid Up Capital 

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 ₹ 51.05 crore incurred by 11 SPSEs as per their 

latest financial results, loss of ₹ 23.68 crore17 (46.39 per cent) and ₹ 21.43 

crore18 (41.98 per cent) was attributed to ‘Others’ sector SPSEs and Service 

sector SPSEs, respectively.  

It was also observed that three19 out of nine SPSEs which had incurred losses in 

2021-22 earned profits during 2022-23, whereas four20 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. 
17  Haryana Agro Industries Corporation Limited and Haryana International Horticultural 

Marketing Corporation Limited. 
18  (i) 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. 
19 (i) 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 SPSEs21 incurred losses 

amounting to ₹ 51.05 crore as per their latest finalised accounts. 

Five SPSEs22  had not incurred losses as per their latest finalised accounts, 

though they had accumulated losses of ₹ 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 ₹ 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 

(₹ in crore) 

Sr. 

No 

Name of the SPSE Latest 

year of 

accounts 

Paid-up 

capital 

Total 

Revenue 

Total 

Expen-

diture 

Net Profit 

(+)/ Loss  

(-) after 

interest, 

tax 

Accumu-

lated 

Losses 

Net 

Worth 

Period since 

when Net 

worth has 

remained 

negative 

State 

Government 

Equity as on  

31 March 2023 

State 

Government 

Loans as on  

31 March 2023 

1 2 3 4 5 6 7 8 9 10 11 

1 Haryana Agro 

Industries Corporation 

Limited23 

2021-22 4.14 111.22 132.94 (-) 22.99 (-) 208.53 (-) 204.39 2013-14 2.54 0 

2 Gurugram Metropolitan 

City Bus Limited24 

2021-22 50 120.34 123.40 (-) 2.64 (-) 57.47 (-) 7.47 2019-20 0 0 

3 Haryana Roadways 

Engineering 

Corporation25 

2021-22 6.8 13.52 21.19 (-) 5.82 (-) 8.97 (-) 2.17 2021-22 6.85 0 

4 Haryana International 

Horticultural Marketing 

Corporation Limited26 

2022-23 1.00 0.44 1.12 (-) 0.69 (-) 1.78 (-) 0.78 2021-22 0 0 

 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 (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. 
22 (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). 
23  The Company has generated positive cash flow of ₹ 6.62 crore (cash profit before 

working capital change) from its operations during the year 2021-22. 
24  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. 
25  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.  
26  The Company has not started its operation yet. 



Chapter 6: Financial Performance of State Public Sector Enterprises 

73 

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 SPSEs27 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: 

• 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. 

• 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 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 SPSEs is indicated in Table 6.12. 

  

 
27  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.  
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Table 6.12: Present value (Real Return) of Government Investment from 1999-2000 to 2022-23 

(₹ in crore) 

Financial 

year 

Present 

value of 

total invest-

ment at the 

beginning 

of the year 

Equity 

infused by 

the State 

Govern-

ment 

during the 

year  

Interest 

free loan 

given by 

the state 

Govern-

ment 

during 

the year 

Grants/ 

Subsidies 

given by 

State 

Government 

for 

operational 

and 

administra-

tive 

Expenditure 

Total 

invest-

ment 

during the 

year 

Total 

invest-

ment at 

the end of 

the year 

Average 

rate of 

interest on 

Govern-

ment 

borrowings 

(in per cent) 

Present 

value of 

total 

investment 

at the end 

of the year 

Minimum 

expected 

return 

Total earn-

ings for the 

year 

Return 

on 

Invest-

ment (in 

percent-

age) 

1 2 3 4 5 6= 

(3+4+5) 

7=2+6 8 9= (7x8/ 

100) + 7 

10 = 7x8/ 

100 

11 12=11/9*

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 1,560.66 148.30 (-) 174.72 - 

2002-03 1,560.66 125.40 - 77.49 202.89 1,763.55 10.74 1,952.96 189.41 36.70 1.88 

2003-04 1,952.96 123.78 - 80.43 204.21 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 2,782.60 217.75 (-) 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 4,735.26 1,002.23 - 83.03 1,085.26 5,820.52 7.43 6,252.97 432.46 (-) 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 5,714.93 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 3,308.59 910.95 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 5,011.59 968.29 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 

2021-22 70,349.68 151.93 - 50.31 202.24 70,551.92 7.05 75,525.83 4,973.91 165.39 0.22 

2022-23 75,525.83 200.12 - 230.15 430.27 75,956.10 6.72 81,060.35 5,104.25 995.82 1.23 

Total   35,870.40 - 2,643.24# 39,125.97#             

*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 (₹ 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 2022-23 increased to ₹ 39,125.97 crore from ₹ 612.33 crore (equity infused 

₹ 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, 

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 ₹ 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 ̀  648.75 crore in 2021-22 to ̀  1,049.20 

crore in 2022-23. Eleven SPSEs reported losses ` 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: 

(i) 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.  

(ii) 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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CHAPTER-7 

OVERSIGHT ROLE OF COMPTROLLER AND AUDITOR GENERAL 

OF INDIA 

Comptroller and Auditor General of India (CAG) appoints the statutory auditors 

of a Government Company and Government Controlled Other Company under 

Sections 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. 

7.1 Appointment of statutory auditors of State Public Sector 

Enterprises (SPSEs) by CAG 

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 180 days from the 

commencement of the financial year. 

The statutory auditors of the State Government Companies for the year 2022-23 

were appointed by the CAG upto September 2023. 

7.2 Submission of accounts by State Public Sector Enterprises 

7.2.1 Need for timely submission 

According to Section 394 of the Companies Act, 2013, an 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 the 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 an 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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The annual accounts of various SPSEs were pending as on September 2023, as 

detailed in the following paragraph. 

7.2.2 Timeliness in preparation of accounts by SPSEs 

As of 31 March 2023, there were 35 SPSEs under the purview of CAG’s audit. 

Of these 35 SPSEs, accounts for the year 2022-23 were due from 34 SPSEs 

(including from two inactive SPSEs except from Haryana State Housing 

Finance Limited which is under liquidation). However, only nine SPSEs 

submitted their accounts of the year 2022-23 for audit to CAG by 30 September 

2023. As many as 60 accounts of 25 SPSEs were in arrears, for various reasons 

as detailed in Appendix 7.1. They included three accounts of three SPSEs whose 

net worth had been completely eroded.  

Details of arrears in submission of accounts of SPSEs are given in Table 7.1. 

Table 7.1: Details of arrears in submission of accounts of Government Companies 

Particulars SPSEs Number of 

Accounts 

Total number of Companies under the purview of CAG’s audit as on 31 March 2023 35 -- 

Less: Companies under liquidation from which accounts for 2022-23 were not due 1 -- 

Less: New companies from which accounts for 2022-23 were not due - -- 

Number of companies from which accounts for 2022-23 were due 34 34 

Number of companies which presented their accounts for CAG’s audit by  

30 September 2023 

9 9 

Number of companies with accounts in arrears 25 60 

Breakup of Arrears (i) Inactive 2 5 

(ii) First Accounts not submitted 3 12 

(iii) Others 20 43 

Age-wise analysis of arrears against 

‘Others’ category  

One year  8 8 

Two years  5 10 

Three years and above 7 25 

Source: Complied on the basis of annual accounts received in the office of Principal 

Accountant General (Audit) Haryana 

7.2.3 Timeliness in preparation of accounts by Statutory Corporations 

Audit of two statutory corporations1 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 2022-23 for 

audit before September 2023. As on September 2023, two accounts (i.e. of the 

year 2022-23) of these two Statutory Corporations were pending.  

7.3 CAG’s oversight - Audit of accounts and supplementary audit 

7.3.1 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 

 
1 Haryana Financial Corporation and Haryana State Warehousing Corporation. 
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consultation with National Advisory Committee on Accounting Standards 

renamed as National Financial Reporting Authority2. 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. 

7.3.2 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: 

• 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. 

7.3.3 Supplementary Audit of accounts of SPSEs 

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 an 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. 

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. 

 

 
2  Effective from 01st October 2018. 



Compliance Audit Report for the period ended March 2023 

80 

7.4 Result of CAG’s oversight role 

7.4.1 Audit of accounts of SPSEs 

Twenty six financial statements for the year 2022-23 and of earlier years were 

received from 24 SPSEs during October 2022 to September 2023. 18 of these 

26 Financial Statements were reviewed in audit by the CAG while Non-Review 

Certificates were issued for eight SPSEs. The results of the review are detailed 

below: 

7.4.2 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 2022-23 by 

statutory auditors, the CAG conducted supplementary audit of the six Financial 

Statements of six SPSEs. Some of the significant comments issued on Financial 

Statements of SPSEs for the year 2022-23, the financial impact of which was 

₹ 55.71 crore on the profitability and ₹ 4,254.96 crore on financial position, 

have been detailed in Table 7.2 and Table 7.3. 

Table 7.2: Impact of the Comments on the Profitability of Government Companies 

Sr. 

No. 

Name of the 

Company 

Comments 

1 Haryana Vidyut 

Prasaran Nigam 

Limited for the year 

2022-23 

The Company capitalised 71 works amounting ₹ 293.80 crore 

from April 2022 to March 2023 which were commissioned from 

December 2016 to February 2023. Depreciation on these assets 

was calculated from the date of transfer i.e. April 2022 to March 

2023 instead of from the date of commissioning of the respective 

projects. Resultantly, the Company booked less depreciation of 

₹ 44.33 crore on these assets.  

This resulted in understatement of depreciation and amortisation 

expense and overstatement of profit by ₹ 44.33 crore during the 

year 2022-23.  

2 Dakshin Haryana 

Bijli Vitran Nigam 

Limited 

The Company made payment of ₹ 11.28 crore to HPGCL 

regarding Fuel Price Adjustment bill and ₹ 0.10 crore to Jaypee 

Power Limited regarding power purchase cost in May and June 

2023 respectively. These bills pertained to the year 2022-23 and 

liability for payment of ₹ 11.38 crore should have been provided 

in the year 2022-23. However, the Company had not booked any 

liability against these bills during 2022-23 which resulted in 

understatement of Other current liabilities by ₹ 11.38 crore and 

overstatement of profit to the same extent. 
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7.6 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. As of 31 March 2023, 

accounts for the year 2022-23 were due from 34 Government Companies. 

However, only nine Government Companies submitted their accounts for the 

year 2022-23 for audit by CAG by 30 September 2023. Accounts of 

25 Government Companies and two statutory corporations were in arrears for 

a period of one to six years. 

7.7 Recommendations 

The State Government needs to impress upon those SPSEs with arrears in 

accounts to ensure early finalisation of their Financial Statements as in the 

absence of their finalisation, Government investments in such SPSEs remains 

outside the oversight of the State Legislature. 
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CHAPTER-8 

CORPORATE GOVERNANCE 

8.1  Introduction 

8.1.1 Need for Corporate Governance  

Corporate Governance is a system of structuring, operating and controlling an 

organisation with a view to achieve long term strategic goals, to satisfy the 

stakeholders and complying with the legal and regulatory requirements. 

Corporate Governance is a way of directing and controlling companies to ensure 

greater transparency and better financial reporting. It is concerned with the 

ethics, value parameters and conduct of the Company and Management. The 

absence of good governance structures and lack of adherence to the governance 

principles increase the risk of corruption and misuse of entrusted power by the 

Management in the public sector. 

8.1.2 Provisions as Contained in the Companies Act, 2013  

The Companies Act, 2013 was enacted on 29 August 2013 replacing the 

Companies Act, 1956. In addition, the Ministry of Corporate Affairs has also 

notified (31 March 2014) Companies Rules, 2014 on Management and 

Administration, Appointment and Qualification of Directors, Meetings of Board 

of Directors and its powers. The Companies Act, 2013 together with the 

Companies Rules provide the framework for Corporate Governance. The 

requirements, inter-alia, provide for:  

• Appointment of Independent Directors in Public Companies and 

mandatory establishment of certain committees like Audit Committee 

by the companies having paid-up share capital of ₹ 10 crore or more, or 

turnover of ₹ 100 crore or more, or outstanding loans, debentures and 

deposits, exceeding ₹ 50 crore. {Rule 4 of Companies (Appointment and 

Qualification of Directors) Rules, 2014 and Section 177(1) of the 

Companies Act, 2013)}. 

• Qualifications for Independent Directors along with the duties and 

guidelines for professional conduct {Section 149(6) read with Rule 5 of 

the Companies (Appointment and Qualification of Directors) 

Rules, 2014)}. 

• Mandatory appointment of one-woman director on the board of Public 

Companies having paid-up share capital of ₹ 100 crore or more or 

turnover of ₹ 300 crore or more {Rule 3 of the Companies (Appointment 

and Qualification of Directors) Rules, 2014}. 
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• Holding of a minimum of four meetings of Board of Directors every 

year in such a manner that not more than 120 days shall intervene 

between two consecutive meetings of the Board {(Section 173(1) of the 

Companies Act, 2013)}.  

8.1.3 SEBI Guidelines on Corporate Governance  

After enactment of the Companies Act, 2013, Securities and Exchange Board 

of India (SEBI) amended (April and September 2014), clause 49 of the Equity 

Listing Agreement to align it with the Corporate Governance provisions 

specified in the Companies Act, 2013.  

SEBI notified (2 September 2015) the SEBI (Listing Obligations and Disclosure 

Requirements) Regulations, 2015 which came into effect from 1 December 

2015 repealing the earlier provisions.  

SEBI further issued (13 October 2015) a uniform listing agreement format for 

all types of securities which required the listed entity to comply with the 

provisions of SEBI (Listing Obligations and Disclosure Requirements) 

Regulations, 2015.  

8.1.4 Review of Compliance by Selected SPSEs of the Corporate 

Governance Provisions 

As on 31 March 2023, there were 37 State Public Sector Enterprises (SPSEs) in 

Haryana under the audit jurisdiction of the Comptroller and Auditor General of 

India (CAG). The Bureau of Public Enterprises, established in February 1988, 

(under the Finance Department, Government of Haryana) has issued 

instructions to SPSEs on various issues, however, no instructions have been 

issued on Corporate Governance. 

For the purpose of the review, an assessment was done based on the provisions 

contained in the Companies Act, 2013. The review covers 32 working SPSEs for 

the year ended 31 March 2023. List of SPSEs covered as well as SPSEs excluded 

from this report is given in the Appendix 8.1 and Appendix 8.2 respectively. 

Besides, equity of Haryana Financial Corporation (HFC) and bonds of Haryana 

Vidyut Prasaran Nigam Limited (HVPNL) were listed on stock exchange. 

However, applicability of SEBI (Listing Obligation and Disclosure 

Requirements) Regulations, 2015 to HFC was not considered as it stopped fresh 

business since 2010. 

8.2 Composition and Meetings of Board of Directors 

8.2.1 Board of Directors (BoDs) is the instrument of Corporate Governance. 

It is the agency for the implementation of governance policies and practices. It 
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is imperative that the BoDs devote attention to Corporate Governance and must 

be equipped with the requisite representation and its members should meet 

regularly. Section 173(1) of Companies Act, 2013 stipulates that the Board shall 

meet at least four times in a year with a maximum time gap of 120 days between 

two consecutive meetings. Table 8.1 shows the Companies where the 

requirement of number of meetings to be held in a year was not complied with 

during 2022-23. 

Table 8.1: SPSEs where requirement of four meetings of BoDs was not met 

Sl. No. Name of SPSE No. of meetings held 

1.  Haryana Schedule Castes Finance and Development Corporation Limited  2 

2.  Haryana Police Housing Corporation Limited  3 

3.  Haryana State Financial Services Limited  3 

4.  Haryana State Electronics Development Corporation Limited  3 

5.  Hartron Informatics Limited  3 

6.  Haryana Medical Services Corporation Limited  Nil 

7.  Faridabad City Transport Services Limited 1 

8.  Karnal Smart City Limited  3 

9.  Haryana Land Reclamation and Development Corporation Limited  3 

Haryana Schedule Castes Finance and Development Corporation Limited in its 

reply stated (January 2025) that due to administrative constraints, it was unable 

to conduct the required four Board meetings during 2022-23.  

Haryana Land Reclamation and Development Corporation Limited in its reply 

stated (January 2025) that meeting to be held on 28 June 2022 was adjourned 

sine-dine due to non-completion of quorum and it was further postponed due to 

business of Chairman of the Company in other important assignments.  

8.2.2 Independent Directors 

According to Section 149 (6) of the Companies Act, 2013 an independent director 

means a director other than a managing director or a whole-time director or a 

nominee director, who is a person of integrity and possesses relevant expertise 

and experience. The presence of independent directors on the Board, capable of 

taking an independent view on the decisions of the management is considered as 

a means of protecting the interests of shareholders and other stakeholders. Rule 4 

of the Companies (Appointment and Qualification of Directors) Rules, 2014 

provides that every public company with paid-up share capital of ₹ 10 crore or 

more or turnover of ₹ 100 crore or more or with aggregated outstanding loans, 

debentures and deposits exceeding ₹ 50 crore shall have at least two independent 

directors on their board. List of 17 SPSEs meeting these criteria is given in 

Appendix 8.3. Of these 17 SPSEs, five SPSEs1 were not required to follow the 

 
1 Haryana Rail Infrastructure Development Corporation Limited, Gurugram Metropolitan 

City Bus Limited and Haryana Orbital Rail Corporation Limited being joint venture 

unlisted public companies, Haryana Women Development Corporation Limited, being a 

Company registered under Section 8 of the Companies Act, 2013 and Haryana 

Scheduled Castes Finance and Development Corporation Limited being private 

company. 
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criteria of having Independent Director. Of the remaining 12 SPSEs, three SPSEs 

Haryana Police Housing Corporation Limited, Haryana Seeds Development 

Corporation Limited and Drone Imaging & Information Services of Haryana 

Limited) did not have any Independent Director while remaining nine SPSEs met 

the criteria of having at least two independent Directors on their Boards. 

Haryana Seeds Development Corporation Limited in its reply stated  

(December 2024) that the matter regarding appointment of Independent 

Directors is still under consideration with the State Government.  

8.2.3 Representation of Women in the Board of Directors 

Section 149 (1) of the Companies Act, 2013 read with Rule 3 of the Companies 

(Appointment and Qualification of Directors) Rules, 2014 provides that every 

public company having paid-up share capital of ₹ 100 crore or more or turnover 

of ₹ 300 crore or more shall have at least one woman Director in its Board. 

There were nine such SPSEs meeting this criterion as listed in Appendix 8.4. 

All these nine SPSEs had women directors on their Board. 

8.3 Appointment and Functioning of Independent Directors 

8.3.1  Issuance of Formal Letter of Appointment 

As per Schedule IV of the Companies Act, 2013, the appointment of 

Independent Directors shall be formalised through a letter of appointment which 

shall set out the terms and conditions of appointment. However, it was observed 

that out of nine SPSEs having Independent Directors on their board, in three 

SPSEs as listed in Table 8.2, no appointment letters detailing the terms and 

conditions were issued during the period 2022-23. 

Table 8.2: Appointment letters of Independent Directors not issued by SPSEs 

Sl. No. Name of SPSEs Appointment letter not issued to 

Independent Directors 

1.  Dakshin Haryana Bijli Vitran Nigam Limited 2 

2.  Gurgaon Technology Park Limited 2 

3.  Haryana Agro Industries Corporation Limited  3 

8.3.2  Training of Independent Directors 

Schedule IV to the Companies Act, 2013 stipulates that the Independent 

Directors shall undertake appropriate induction training and regularly update 

and refresh their skills, knowledge and familiarity with the Company. However, 

it was observed that in SPSEs, listed in Table 8.3, no such training was 

conducted for Independent Directors who were on the Board during the year 

2022-23. 

  



Chapter 8: Corporate Governance 

87 

Table 8.3: SPSEs where no training was conducted for Independent Directors 

Sl. No. Name of SPSEs 

1.  Dakshin Haryana Bijli Vitran Nigam Limited  

2.  Haryana State Industrial and Infrastructure Development Corporation Limited  

3.  Haryana Mass Rapid Transport Corporation Limited  

4.  Haryana Agro Industries Corporation Limited  

5.  Haryana State Roads and Bridges Development Corporation Limited  

6.  Gurgaon Technology Park Limited  

Haryana Mass Rapid Transport Corporation Limited and Haryana State 

Industrial and Infrastructure Development Corporation Limited in its reply 

stated (December 2024) that Independent Directors are well experienced and 

qualified. The reply is not acceptable as the Independent Directors could not 

have undertaken induction training without initiative from the inducting 

organisation (i.e. the Company). 

8.3.3  Meetings of Board of Directors and Board Committees 

Para III (3) of Schedule IV of the Companies Act, 2013 states that Independent 

Directors should strive to attend all the meetings of Board of Directors and 

Board Committees of which he/she was a member. Some of the Independent 

Directors, however, did not attend these meetings during 2022-23. Table 8.4 

indicates the number of such independent directors: 

Table 8.4: Independent Directors who did not attend the meetings 

Sl. 

No. 

Name of SPSEs No. of Independent 

Directors who did not 

attend Board Meetings  

(No. of meetings)  

No. of Independent 

Directors who did not 

attend other Board 

Committee Meetings  

(No. of meetings)  

1.  Haryana Power Generation Corporation Limited  1(1) 1(2)2 

2.  Haryana Vidyut Prasaran Nigam Limited  3(6) 1(4)3 

3.  Haryana State Industrial and Infrastructure 

Development Corporation Limited  

4(3) 2(2)4 

4.  Haryana State Roads and Bridges Development 

Corporation Limited  

4(4) 4(8)5 

5.  Gurgaon Technology Park Limited  1(1) --- 

Note: Figures in bracket indicate number of meetings in which at least one of the 

independent directors was absent. 

Haryana Power Generation Corporation Limited, Haryana State Industrial and 

Infrastructure Development Corporation Limited and Haryana State Roads and 

Bridges Development Corporation Limited in its reply stated (December 2024) 

that sometime Independent Directors could not attend the meetings due to their 

 
2  One Independent Director was absent in one Audit Committee Meeting and one 

Nomination and Remuneration Committee meeting.   
3  One Independent Director was absent in three Audit Committee meetings and one 

Nomination and Remuneration Committee meeting. 
4  One Independent Director was absent in one Audit Committee meeting and one 

Independent Director was absent in one Nomination and Remuneration Committee 

meeting. 
5  Four Independent Directors were absent in four Audit Committee meetings, two 

independent directors were absent in one Nomination and Remuneration Committee 

meeting and three independent Directors were absent in three Corporate Social 

Responsibility Committee meetings. 
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pre-occupation. The reply is not acceptable as Independent Director should be 

encouraged to attend the Board meeting so that an independent view on the 

decisions of the management may be taken in the interest of the stakeholders. 

8.3.4  Attending General Meetings of the Company 

Para III (5) of Schedule IV of the Companies Act, 2013 states that Independent 

Directors shall strive to attend all the General meetings of the Company.  

Table 8.5 indicates SPSEs where Independent Directors did not attend the 

General meetings of the Company during the year 2022-23. 

Table 8.5: List of Companies where Independent Director did not attend  

General Meetings 

Sl. 

No. 

Name of SPSEs No. of Independent 

Directors who did not 

attend General Meetings 

1.  Uttar Haryana Bijli Vitran Nigam Limited  1 

2.  Dakshin Haryana Bijli Vitran Nigam Limited  1 

3.  Haryana Mass Rapid Transport Corporation Limited  1 

4.  Haryana Agro Industries Corporation Limited  3 

5.  Haryana State Roads and Bridges Development Corporation Limited  2 

Haryana Mass Rapid Transport Corporation Limited and Uttar Haryana Bijli 

Vitran Nigam Limited in its reply stated (December 2024) that it is not 

mandatory to attend the General Meetings. Haryana State Roads and Bridges 

Development Corporation Limited stated in its reply (December 2024) that 

Independent Directors could not attend General meeting of the Company due to 

their pre-occupancy. The replies are not acceptable as Independent Director 

should be encouraged to attend the General meetings so that an independent 

view on the decisions of the management may be taken in the interest of the 

stakeholders. 

8.4  Filling-up the vacancies of Directors and Key Managerial 

Personnels 

Timely filling up of vacancies in the posts of Directors and key managerial 

personnel’s etc. ensures the availability of required skill and expertise in the 

management of the company. Any delay in filling of vacancies may hamper the 

effectiveness of the decision-making process. Rule 4 of the Companies 

(Appointment and Qualification of Directors) Rules, 2014 stipulates that 

vacancy arising out of resignation or removal of an Independent Director should 

be filled up at the earliest but not later than the immediate next board meeting 

or three months from the date of such vacancy, whichever is later. However, it 

was observed that the SPSEs detailed in Table 8.6 did not comply with the 

above provision during 2022-23 and the posts of Independent Directors 

remained vacant for a considerable period of time: 
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Table 8.6: SPSEs where vacancies of Independent Directors not filled in time 

Sl. 

No. 

Name of SPSE Minimum no. of 

Independent 

Directors required   

No. of 

posts 

vacant 

Total number of months for which posts 

remained vacant (During 2022-23)  

1. Haryana Power Generation 

Corporation Limited  

2 1 7 

(20 July 2022 to 05 February 2023) 

2. Uttar Haryana Bijli Vitran 

Nigam Limited  

2 1 6 

(01 April 2022 to 05 October 2022) 

3. Dakshin Haryana Bijli 

Vitran Nigam Limited  

2 1 7 

(10 June 2022 to 22 January 2023) 

4. Haryana Seeds 

Development Corporation 

Limited 

2 2 24 

(Two post remained vacant for 12 months 

01 April 2022 to 31 March 2023) each 

5. Drone Imaging and 

Information Services of 

Haryana Limited 

2 2 24 

(Two post remained vacant for 12 months 

01 April 2022 to 31 March 2023) each 

6. Haryana Police Housing 

Corporation Limited 

2 2 24 

(Two post remained vacant for 12 months 

01 April 2022 to 31 March 2023) each 

Haryana Power Generation Corporation Limited in its reply stated  

(December 2024) that the one Independent Director of the Company resigned 

on 9 June 2022, the Company initiated the process for appointment of 

Independent Director on 21 June 2022 against the vacancy of Independent 

Director followed by reminder. However, the State Government approved the 

appointment on 27 January 2023 and order of appointment was issued on  

6 February 2023. 

Uttar Haryana Bijli Vitran Nigam Limited in its reply stated (December 2024) 

that the tenure of Independent Directors was completed on 15 December 2021, 

the case was, therefore, sent to the State Government to fill up the vacancies 

well before the date of completion of their tenure i.e on 18 November 2021 

followed by reminders. However, the State Government approved the 

appointment on 6 October 2022. 

Further, it was also observed that in the SPSEs listed in Table 8.7, vacancies of 

key managerial personnel were not filled within the period of six months from 

such vacancy prescribed in Section 203 (4) of the Companies Act, 2013: 

Table 8.7: SPSEs where vacancies of key managerial personnel not filled up in time 

Sl. 

No. 

Name of SPSE Name of post  No. of months for which post 

remained vacant during 2022-23 

1. Haryana Scheduled Castes 

Finance and Development 

Corporation Limited 

Chief Finance Officer 12 

Company Secretary 12 

2.  Haryana Police Housing 

Corporation Limited 

Chief Finance Officer 12 

Company Secretary 12 

8.5 Audit Committee  

8.5.1 Composition of Audit Committee 

Section 177 (1) and (2) of the Companies Act, 2013, stipulate that there shall be 

an Audit Committee with a minimum of three directors with Independent 

Directors forming majority. Further, Rule 6 of Companies (Meetings of Board 
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and its Powers) Rules, 2014 provides that every public company with a paid-up 

capital of ₹ 10 crore or more or turnover of ₹ 100 crore or more or outstanding 

loans or borrowings or debentures or deposits exceeding ₹ 50 crore or more 

shall constitute an Audit Committee. 

In terms of above stipulations, 17 companies listed in Appendix 8.3 were 

required to constitute Audit Committee. However, it was observed that SPSEs 

as detailed in Table 8.8 did not constitute Audit Committee during 2022-23: 

Table 8.8: SPSEs where Audit Committee not constituted 

Sl. No. Name of SPSE 

1. Haryana Women Development Corporation Limited 

2. Haryana Police Housing Corporation Limited 

3. Haryana Seeds Development Corporation Limited 

Haryana Women Development Corporation Limited in its reply stated 

(November 2024) that the Company is a private limited company, therefore, it 

is not required to constitute Audit Committee. The reply is not acceptable as the 

Company is registered as public company with the Ministry of Corporate 

Affairs.  

Haryana Seeds Development Corporation Limited in its reply stated  

(January 2025) that Independent Directors are yet to be appointed by the State 

Government and in the absence of Independent Directors, the Audit Committee 

could not be constituted. 

Further, majority of the members of the Audit Committee were not Independent 

Directors in respect of the SPSEs detailed in Table 8.9. 

Table 8.9: SPSEs where Audit Committees do not have majority of Independent Directors 

Sl. No. Name of SPSE 

1. Drone Imaging and Information Services of Haryana Limited 

2. Gurgaon Technology Park Limited 

8.5.2  Review of Supplementary Audit Findings of the CAG  

All SPSEs are subject to the audit of the CAG as per the statutory mandate. 

Section 143 (6) of the Companies Act, 2013, authorises the CAG to carry out 

supplementary audit of accounts of Government Companies. Further, Section 

177 (4) (iii) of the Companies Act, 2013 provides that Audit Committee shall 

examine the financial statements and Auditors’ Report thereon. Thus, in case of 

SPSEs, it is the mandate of the Audit Committee to review the findings of the 

CAG. Audit observed that comments of CAG on Annual Accounts were not 

reviewed by Audit Committee of Haryana State Roads and Bridges 

Development Corporation Limited.  

  



Chapter 8: Corporate Governance 

91 

8.6 Other Committees  

8.6.1  Nomination and Remuneration Committee  

Section 178 (1) of the Companies Act, 2013 and Rule 6 of the Companies 

(Meeting of Boards and its Powers), Rules 2014, stipulate that each public 

company shall constitute a Nomination and Remuneration Committee (NRC) 

comprising of at least three Directors, all of whom should be non-executive 

Directors and at least half shall be independent and Chairman of the Committee 

shall be an Independent Director. However, there was no such committee in the 

SPSEs as detailed in Table 8.10. 

Table 8.10: SPSEs not having Nomination and Remuneration Committee 

Sl. No. Name of SPSE 

1. Haryana Police Housing Corporation Limited 

2. Haryana Seeds Development Corporation Limited 

Though Drone Imaging and Information Services of Haryana Limited formed 

the above Committee, the requirement of Independent Directors was not 

fulfilled during 2022-23. Further, two SPSEs (Drone Imaging and Information 

Services of Haryana Limited and Haryana Agro Industries Corporation Limited) 

have NRC Committee but did not held meeting of NRC. 

In case of any contravention of the provisions of Section 178 (Nomination and 

Remuneration Committee), company shall be punishable with fine which shall 

not be less than one lakh rupees. However, it was observed that no such penalty 

had been imposed by the Registrar of the Companies during 2022-23. 

8.7 Whistle Blower Mechanism  

8.7.1 Section 177 (9) of the Companies Act, 2013 read with Rule 7 of the 

Companies (Meeting of Boards and its Powers), Rules 2014 provides that the 

Company shall establish a vigil mechanism for directors and employees to 

report concerns about unethical behavior, actual or suspected fraud or violation 

of the company’s code of conduct or ethics policy. It was observed that six 

SPSEs were required to establish the mechanism, however, one SPSE (Haryana 

Police Housing Corporation Limited) did not establish any such mechanism.   

8.7.2 Para III (10) of Schedule IV of the Companies Act, 2013 read with Rule 

7(2) of the Companies (Meeting of Boards and its Powers) Rules, 2014 

stipulates review of functioning of the ‘Whistle Blower Mechanism’ by the 

Audit Committee, in case the same exists in the Company. In one SPSEs 

(Haryana Vidyut Prasaran Nigam Limited), though whistle blower mechanism 

existed, the Audit Committee did not review it. 
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8.8 Annual General Meeting 

Section 96 of the Companies Act, 2013 provides that, every company other 

than a One Person Company shall in each year hold in addition to any other 

meetings, a general meeting as its annual general meeting. It was observed that 

no Annual General Meeting (AGM) was held in SPSEs as listed in Table 8.11 

during 2022-23. 

Table 8.11: SPSEs where Annual General Meeting was not held 

Sl. No. Name of SPSE 

1. Haryana Scheduled Castes Finance and Development Corporation Limited 

2. Haryana State Financial Services Limited  

3. Faridabad Smart City Limited 

4. Faridabad City Transport Services Limited 

5. Haryana Kaushal Rozgar Nigam Limited 

Section 101 of the Companies Act, 2013 provides that a general meeting of a 

company may be called by giving not less than clear 21 days’ notice either in 

writing or through electronic mode in such a manner as may be prescribed. 

Further, a general meeting may be called after giving a shorter notice if consent 

is given in writing or by electronic mode by not less than 95 per cent of the 

members entitled to vote at such meeting. It was observed that in Haryana Forest 

Development Corporation Limited has issued shorter period notice despite not 

getting requisite consent.  

8.9  Policy Relating to Related Parties 

Regulation 23 (1) & (4) of SEBI (Listing Obligations and Disclosure 

Requirements) Regulations 2015 stipulated that every company shall formulate 

a policy on materiality of related party transactions. Further, such material 

related party transactions required to be approved by Shareholders through 

resolution. However, Haryana Vidyut Prasaran Nigam Limited has not 

formulated such policy. 

8.10 Conclusions 

Out of 32 selected SPSEs, no Independent Directors were appointed in three 

SPSEs; delays of more than six months were observed in filling vacancies of 

Independent Directors in six SPSEs; delays of 12 months were observed in 

filling up vacancies of key managerial personnel in two SPSEs; no Audit 

Committee was there in three SPSEs; no Nomination and Remuneration 

Committee was constituted in two SPSEs; no whistle blower mechanism was 

put in place in one SPSE, policy dealing with related party transactions was not 

disclosed on website whose bonds were listed on the exchange. 
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8.11 Recommendations 

Haryana Bureau of Public Enterprises should prepare a policy for appointment 

of Independent Directors stating standard terms and conditions including 

timeline for initiation of proposal for their appointment, sitting fees etc. 

Government of Haryana may impress upon the respective Administrative 

Ministries/ Departments to ensure compliance of provision as contained in the 

Companies Act, 2013 read with Companies Rules, 2014 so as to achieve the 

objectives of Corporate Governance in SPSEs. 
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CHAPTER-9 
 

CORPORATE SOCIAL RESPONSIBILITY 
 

9.1 Introduction 

Corporate Social Responsibility (CSR) is the continuing commitment by 

business to behave ethically and contribute to economic development while 

improving the quality of life of the local community at large. It recognises the 

interests of its stakeholders and the general community at large by covering 

sustainability, social impact and ethics. The concept of CSR rests on the 

ideology of give and take. Companies take resources in the form of raw 

materials, human resources etc. from the society. By performing the task of CSR 

activities, the companies are giving something back to the society. The inclusion 

of CSR mandate under the Companies Act, 2013 is an attempt to supplement 

the Government's efforts of equitably delivering the benefits of growth and 

engage the corporate world with country's development agenda. 

9.1.1  Legal Framework 

Section 135 of the Companies Act, 2013 (hereafter referred to as the Act), deals 

with the subject of Corporate Social Responsibility and lays down the qualifying 

criteria based on net worth, turnover and net profit during immediate preceding 

financial year for companies which are required to undertake CSR activities and 

specifies the broad modalities of selection, implementation and monitoring of 

the CSR activities by the Board of Directors of the Company. The activities 

which may be included by the companies in their CSR policies are listed in 

Schedule VII of the Act. The provisions of Section 135 of the Act and Schedule 

VII of the Act are applicable to all companies including SPSEs.  

The Act makes it mandatory for any company to spend annually at least  

two per cent of the average net profit (calculated as per Section 198 of the Act) 

of three immediate preceding financial years towards CSR activities. In 

February 2014, Ministry of Corporate Affairs (MCA) issued Companies 

(Corporate Social Responsibility Policy) Rules, 2014 made applicable to all 

companies including SPSEs w.e.f. 1 April 2014. Accordingly, the compliance 

of the provisions of CSR under the Act i.e., constitution of CSR Committee, 

formulation of CSR policy and spending of prescribed amount on CSR activities 

came into force from April 2014. 

9.2 Audit Objective 

Audit objective of assessment of CSR activities of SPSEs was to ascertain 

whether: 
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• the provisions relating to constitution of the CSR Committee, 

formulation and compliance of policy, planning stages of execution have 

been complied with. 

• the provisions relating to prescribed amount to be spent on specified 

activities have been complied with; and 

• the provisions relating to implementation and reporting have been 

complied with. 

9.3 Audit Scope and Coverage 

As per criterion specified under Section 135 (1) of the Act, out of 32 working 

State Public Sector Enterprises (SPSEs) in 2022-23, 10 SPSEs (Appendix 9.1) 

were required to undertake CSR activities. Additionally, during 2022-23 one 

SPSE1 incurred expenditure on CSR activities from unspent balance of previous 

year. Thus, audit reviewed the CSR activities carried out by 11 SPSEs during 

the year 2022-23.  

9.4 Audit Criteria 

Audit analysis was carried out against following criteria:  

• Provisions contained in Section 135 and Schedule VII of the Act; and 

• Provisions of Companies (Corporate Social Responsibility Policy) 

Rules, 2014. 

9.5 Audit Findings 

Audit findings on extent of compliance with the provisions of the Act with 

regard to constitution of CSR Committee; formulation and compliance of 

policy; planning and execution of CSR activities; and monitoring and reporting 

thereof by the SPSEs are given in the following paragraphs. 

9.6 Planning 

9.6.1 Constitution of CSR Committee 

Role of the Board and CSR Committee as per Section 135 (1) and (3) of the Act 

is depicted in Chart 9.1. 

  

 
1  Haryana State Electronics Development Corporation Limited. 
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Chart 9.1: Role of the Board and CSR Committee 

As per Section 135 (1) of the Act, every company having a net worth of 

₹ 500 crore or more; or turnover of ₹ 1,000 core or more; or a net profit of  

₹ 5 crore or more during immediate preceding financial year shall constitute a 

Corporate Social Responsibility (CSR) Committee of the Board consisting of 

three or more Directors.  

Audit noticed that nine out of 11 SPSEs had constituted CSR Committees. Other 

two SPSEs2 (Haryana Medical Service Corporation Limited and Haryana State 

Financial Service Limited) had not constituted CSR Committee as on 31 March 

2023 though these SPSEs met the required criteria under Section 135 (1)  

i.e. earning profits more than ₹ 5 crore during 2021-22.  

9.6.2  Independent Directors in Committee 

As per Section 135 (1) of the Act, the CSR Committee shall have at least one 

independent director. Out of nine SPSEs, which constituted CSR Committee one 

SPSE i.e. Haryana Forest Development Corporation had not complied with the 

provision of having at least one Independent Director in their CSR Committee.  

9.6.3  Framing of CSR Policy 

Section 135 (3) of the Act requires that Company's CSR Committee shall 

formulate and recommend to the Board, a CSR Policy. It was observed that out 

of 11 SPSEs, eight SPSEs framed it’s CSR policy based on recommendation of 

the CSR Committee while remaining three SPSEs (Haryana Medical Services 

Corporation Limited, Gurgaon Technology Park Limited and Haryana State 

Financial Service Limited) did not have CSR policy in place.  

9.6.4  Annual CSR Plan and Budget 

Role of the CSR Committee is to recommend to the Board, the CSR activities 

and the amount to be spent in the financial year. The Board has to ensure 

 
2  As these SPSEs had neither formed CSR Committee nor framed CSR policy, these have 

not been considered for analysis. 

Role of the Board of Directors

Formation of  CSR Committee and approve 
CSR Policy

Implementation of CSR Activities

Ensure two per cent spending

Disclose reasons for unspent amount

Role of CSR Committee

Formulate and recommend CSR Policy to 
the Board

Recommend CSR activities and amount

Monitor the CSR policy from time to time
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implementation of the CSR activities. The proposed CSR projects and the 

budget for the ensuing financial year should be presented to the Board for 

approval before the start of the new financial year or at the earliest so as to avoid 

rush of expenditure to exhaust the funds at the end of the year and the funds are 

spent evenly all over the year. 

It was observed that only one SPSE viz. Haryana Power Generation Corporation 

Limited (HPGCL) got its CSR budget approved before start of new financial 

year, four SPSEs viz. Uttar Haryana Bijli Vitran Nigam Limited (UHBVNL), 

Dakshin Haryana Bijli Vitran Nigam Limited (DHBVNL), Haryana Sate 

Industrial and Infrastructure Development Corporation Limited (HSIIDC) and 

Haryana State Electronics Development Corporation Limited (HARTRON) got 

the CSR budget approved in second quarter and remaining four SPSEs viz. 

Haryana Vidyut Parsaran Nigam Limited (HVPNL), Haryana Forest 

Development Corporation   Limited (HFDC), Haryana State Roads & Bridges 

Development Corporation Limited (HSRDC) and Gurgaon Technology Park 

Limited (GTPL) in third quarter. 

HSIIDC in its reply stated (December 2024) that the CSR Committee of the 

Company in its meeting held on 26 March 2022 had allocated ₹ 2.02 crore for 

installation of one Pressure Swing Adsorption (PSA) plant at Mahendergarh out 

of the CSR spendable amount in 2022-23, which was well in advance. The reply 

is not acceptable as Annual Action Plan for CSR was approved in CSR 

Committee meeting held on 2 September 2022.   

9.7 Financial Component 

9.7.1 Allocation of Funds 

Section 135 (5) of the Act makes it mandatory for any company to spend, 

annually, at least two per cent of average net profit of the three immediately 

preceding financial years (calculated under Section 198 of the Act).  

The two per cent of average net profit, so calculated, by nine3 out of 11 SPSEs 

aggregated to ₹ 14.77 crore (Appendix 9.2). The SPSEs allocated ₹ 48.96 crore 

including carryover of ₹ 34.19 crore (by seven SPSEs) for previous years.  

Audit in this regard observed that: 

• Ministry of Corporate Affairs (MCA), Government of India vide its 

general circular no. 01/2016 dated 12 January 2016 has clarified that, 

“Computation of net profit for Section 135 is as per Section 198 of the 

Companies Act, 2013 which primarily is profit before tax”. Audit 

 
3  Haryana Medical Service Limited and Haryana Financial Service Limited neither 

allocated funds nor spent any expenditure on CSR during 2022-23. 
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9.7.4 Top Spenders 

Total expenditure on CSR activities by SPSEs is depicted in Chart 9.2: 

The top spender was UHBVNL at ₹ 2.19 crore (29 per cent of total CSR 

expenditure) followed by HPGCL at ₹ 1.80 crore (24 per cent). 

9.7.5 District Wise CSR Expenditure 

Four SPSEs (HSIIDC, UHBVNL, HVPNL and HPGCL) had undertaken CSR 

activities in more than one District of the State. The remaining five SPSEs spent 

CSR fund in one District only.  

9.7.6  Administrative Overheads 

As per CSR Rule 7(1), Administrative Overheads (OH) are to be restricted to 

five per cent of overall CSR funds. The OH to be disclosed separately should 

include baseline studies, capacity building and other overheads. Audit, however, 

observed that CSR expenditure by nine SPSEs did not include any amount on 

account of administrative overheads.  

9.7.7  Surplus from CSR Project 

As per CSR Rule 7(2), any surplus arising from CSR projects shall not form 

part of the business profit of company. None of the SPSEs under review reported 

any surplus from CSR projects. 

9.8  Project Implementation 

9.8.1 Selection of CSR Projects/ Activities 

None of the SPSEs, which were required to incur CSR expenditure, conducted 

any separate baseline survey or need assessment study for implementation of 

their CSR projects. 
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9.8.2  Manner of Implementation of CSR Activities 

Rule 4 of Companies (CSR) Rules, 2014 exclusively deals with the manner in 

which the CSR activity is to be undertaken under Section 135(1) of the Act. The 

Board may decide to undertake CSR activities as approved by CSR Committee 

through a registered trust/society or a company established by the company or 

its holding or subsidiary or associate company under Section 8 of the Act or 

otherwise. 

It was observed that 26 projects were implemented by six SPSEs5 directly/in 

house. Seven projects by five SPSEs6  were executed through Government/ 

external agencies, NGOs, Society etc.  

9.8.3 Focus Areas 

The focus areas are depicted in Chart 9.3: 

As indicated above, education received the maximum focus (50 per cent) which 

includes expenditure of ₹ 3.81 crore. Next highest expenditure (₹ 0.90 crore) 

was in rural development i.e.,12 per cent.  

9.9 Monitoring Framework 

As per Rule 5(2) of CSR Rules, 2014, the CSR Committee shall institute a 

transparent monitoring mechanism for implementation of CSR projects/ 

programmes/activities undertaken by the company. Audit observed that all eight 

SPSEs, which had framed CSR policy, had specified the monitoring mechanism 

in the policy.  

  

 
5  HVPNL, HPGCL, UHBVNL, DHBVNL, HSIIDC and HARTRON. 
6  HSIIDC, HARTRON, HSRDC, HFDC and GTPL 
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9.10 Reporting and Disclosure 

As per Section 135 (4) (a) read with Rule 8 of the CSR Rules, 2014 a Company 

is required to include an annual report on CSR in their Board Report and place 

it on the official website. The companies have to disclose the following in the 

prescribed format: 

• Disclose contents of CSR policy, web link of CSR policy, average net 

profit, composition of CSR Committee, administrative overheads, 

prescribed amount, unspent amount, reasons for unspent amount.  

• Include a responsibility statement signed by the CSR Committee that the 

implementation and monitoring of CSR Policy was in compliance with 

the CSR objective and Policy of the Company. 

In this regard, the following was observed:  

• Compliance of provisions by four SPSEs (HVPNL, HPGCL, UHBVNL 

and DHBVNL); 

• GTPL did not include annual report on CSR in its Board’s Report for 

the year 2022-23 in prescribed format; and 

• In the four SPSEs (HARTRON, HSIIDC, HFDC and HSRDC) Annual 

Report for 2022-23 had not been prepared, as such, the applicable 

disclosure requirement could not be complied with in their case.  

9.11 Conclusion 

Out of 11 SPSEs in Haryana, which were required to carry out CSR activities 

as per the Act, only nine SPSEs were compliant. The focus area of 

CSR expenditure were Education and Rural Development. The selection of 

CSR projects in all SPSEs was done without any need assessment. Reporting 

and disclosure requirements were not complied with by seven of the 11 SPSEs, 

which met the criteria. 

9.12 Recommendation 

All SPSE’s who met the criteria should frame CSR Policy and constitute CSR 

Committee in compliance of provisions of the Companies Act, 2013 and CSR 

Rules. CSR budget should be prepared as per Section 198 of the Companies 

Act, 2013 and efforts may be made to spend the entire budget earmarked for the 

year. SPSEs should cover the focus areas as specified in schedule VII of the Act 

for covering sustainability and social impact for the general community at large. 
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CHAPTER-10 

SUBJECT SPECIFIC COMPLIANCE AUDIT 

IMPLEMENTATION OF SMART CITY MISSION IN HARYANA 

10.1 Introduction 

Ministry of Housing and Urban Affairs (MoHUA), Government of India (GoI) 

launched (June 2015) the “Smart Cities Mission” (SCM) to meet changing 

needs and achieve comprehensive development of physical, institutional, social 

and economic infrastructure of the cities.  

Main objectives of the Mission were to promote cities that provide core 

infrastructure, clean, sustainable environment and give a decent quality of life 

to the citizens through the application of ‘smart solutions’. Core infrastructure 

elements in a smart city would include adequate water supply, assured 

electricity supply, sanitation, including solid waste management, efficient urban 

mobility & public transport, affordable housing, robust IT connectivity & 

digitalisation, good governance especially e-governance & citizen participation, 

sustainable environment, safety & security of citizens and health and education.  

As per the scheme, shortlisted cities were to prepare their Smart City Proposal 

(SCP) containing the vision and plan for mobilisation of resources and intended 

outcomes in terms of infrastructure up-gradation and smart applications. The 

SCP was to be prepared using the principles of strategic planning process and 

the proposal was to contain Area-based Development1 (ABD) and Pan-city 

Development2.  

In Haryana, two cities i.e. Faridabad (May 2016) and Karnal (June 2017) were 

selected by GoI. The duration of the Mission was five years (2015-16 to 2019-20), 

however, the same was extended upto March 2025 by GoI from time to time. 

10.1.1 Faridabad City 

Municipal Corporation, Faridabad had identified ABD area of 1,267 acre 

comprising of Sector 19, 20, 20A, 21B and 21D to transform into a compact, 

well-planned urban space with inclusive, sustainable and rationally incremental 

 

1  Area-based development (ABD) focuses on developing a specific area. Components 

under ABD in the Smart Cities Mission are city improvement (retrofitting), city renewal 

(redevelopment) and city extension (green field development). 
2  Pan-city development envisages application of selected smart solutions to the existing  

city-wide infrastructure. Application of smart solutions involve the use of technology, 

information and data to make infrastructure and services better. 
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economic development under the retrofitting model3. In addition, Pan-city 

development projects were also considered for smart solutions.  

As per SCP of Faridabad, total 46 projects having estimated cost of  

₹ 2,601.01 crore4 (37 projects costing of ₹ 2,108 crore in ABD area and nine 

projects costing of ₹ 469.47 crore in Pan-city) were to be executed under Smart 

City Mission. For execution of SCP projects, funds of ₹ 2,601.01 crore was to 

be arranged through Government grants, Public Private Partnerships (PPPs), 

land monetisation, convergence5 of projects with other schemes of Central/ 

State Government and debt.   

10.1.2 Karnal City 

Municipal Corporation, Karnal had identified ABD area of 720 acre around 

Ghanta Ghar Chowk, Kunjpura and Mughal Canal Market with state of art smart 

amenities and transform it to a light house for the city. In addition, Pan-city 

development projects were also considered for smart solutions. As per SCP of 

Karnal, total 57 projects with estimated cost of ₹ 1,295.81 crore6 (41 projects 

costing of ₹ 1,061.05 crore in ABD area and 16 projects costing of  

₹ 149.99 crore in Pan-city) were to be executed.  

The funds of ₹ 1,295.81 crore were to be arranged through Government grants, 

Public Private Partnerships (PPPs), convergence of projects with other scheme 

of Central/State Government and additional contribution by Municipal 

Corporation, Karnal.  

10.2 Special Purpose Vehicle  

As per para 10.1 of SCM guidelines, the implementation of the Mission at city 

level was to be done by a Special Purpose Vehicle (SPV). The SPV was to be a 

Company to be established under the Companies Act, 2013 which was to be 

responsible to plan, implement, manage, operate, monitor and evaluate the 

smart city development projects.  

Accordingly, two SPVs i.e. Faridabad Smart City Limited (FSCL) and Karnal 

Smart City Limited (KSCL) were incorporated in September 2016 and 

 

3  Retrofitting envisages improvement in an existing built-up area to make it more efficient 

and liveable. 
4  This includes amount of ` 23.54 crore on account of communication and change 

management and interest during implementation. 
5  'Convergence' includes all projects that are executed by any authority/ organization other 

than the smart city SPV and financed through funds from other Government departments 

(Central/ State/ City level) or other schemes of the Central or State Government. 
6  Total capital expenditure cost of ABD and Pan-city projects works out to ` 1,211.04 

crore, whereas total capital expenditure cost of 57 projects was taken as ` 1,295.81 crore. 

Reasons for difference of ` 84.77 crore is not explained in SCP. 
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December 2017 respectively under the administrative control of the Urban 

Local Bodies (ULBs) Department. The role of these SPVs was to implement the 

projects of Smart City Proposal in their respective cities. 

10.3 Organisational Set-up 

The management of FSCL and KSCL vests in the Board of Directors (BoDs) 

comprising of Principal Secretary of Urban Local Bodies (ULBs) Department, 

Director of ULBs Department, Chief Administrator of Haryana Shahari Vikas 

Pradhikaran, Representative of GoI, Chief Executive Officer (CEO) of SPV, 

Commissioner of respective Municipal Corporation and Independent Directors. 

Organisation set-up of FSCL and KSCL is depicted in Appendix 10.1. 

10.4 Audit Objectives 

The audit objectives were to assess whether:  

• Planning for the implementation of the Mission was done keeping in 

view the objectives of SCM and in line with the SCM guidelines.  

• Funds released by State Government to SPVs and mobilization of balance 

funds by SPVs was efficient and in consideration with objectives of the 

scheme.  

• Projects were implemented by SPVs in accordance with smart city 

proposals.  

• Mechanism in place for monitoring the implementation of the Smart 

Cities Mission was as per the SCM guidelines. 

10.5 Audit Criteria 

The findings of audit were benchmarked against the following criteria:  

• Smart City Mission guidelines, advisories and memorandums issued by 

Ministry of Housing and Urban Affairs (MoHUA); 

• Smart City Proposals of individual smart cities and detailed project 

report/feasibility report of projects; 

• Notifications, circulars, advisories, memorandums and orders issued by 

the GoI/ State Governments from time to time; 

• Tender documents and Schedule of Rates and Works Manual issued by 

State Public Works Department. 
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10.6 Scope and Methodology of Audit 

Audit covered the period from 2015-16 to 2022-23. Audit methodology 

included scrutiny of records of the office of Director, ULBs Department relating 

to activities of the Mission and two SPVs viz. KSCL & FSCL.  

An entry conference was held on 22 June 2023 with the Commissioner & 

Secretary, Urban local Bodies wherein audit objectives and scope of audit were 

discussed. Audit was conducted during June to November 2023 and July 20247.   

Joint physical verifications of sites were also carried out by the audit officials 

with officials of the SPVs.  

An exit conference was held on 27 December 2024 with Commissioner and 

Secretary, Urban local Bodies. Replies received from Director, ULBs 

Department have been incorporated in the Report. 

Audit Findings 

10.7 Planning 

10.7.1 Preparation of Smart City Proposal  

As per para 9.1.2 of SCM guidelines, SCP would outline the consultations held 

with the city residents and other stakeholders. During consultations, issues, 

needs and priorities of citizens and groups of people had to be identified. 

Consulting firm was required to assist in preparation of SCP under the 

supervision of the ULBs Department and the State Government. SCP would 

inter-alia include preparation of a city-wide concept plan based on a review of 

previous plans, interventions and documents of all departments and agencies.  

Audit in this regard observed that: 

(i) A total of 46 projects in Faridabad and 57 projects in Karnal were 

included in respective SCPs. However, records relating to citizen 

consultations were not made available to Audit. Consequently, the exact 

number of projects identified on the basis of citizen consultations and 

considered for inclusion in SCP could not be ascertained in audit. 

(ii) Relevant documents relating to preparation of a city-wide concept plan 

based on a review of previous plans, interventions and documents of all 

departments and agencies was not found on record. In absence of such 

records, it could not be ascertained whether the previous plans, 

interventions and documents of other departments were reviewed by the 

consultants and the city-wide concept plan was based thereon. 

 

7  Audit party again visited the auditee units in July 2024 to get updated information.   
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The Department in its reply stated (January 2025) that all relevant documents 

were evaluated in accordance with SCM guidelines during finalisation of SCPs. 

However, due to relocation of records and transfer of officials, the requisitioned 

records are untraceable. However, the fact remained that in absence of records, 

involvement of citizen consultation and review of previous plans could not be 

evaluated in audit. 

10.8 Finances of Smart Cities 

As per para 11.1 & 12.2 of SCM guidelines, GoI was to provide ₹ 500 crore8 

for each city and an equal amount on a matching basis was to be contributed by 

the State Government. The remaining funds of the approved SCP were required 

to be arranged from ULBs own resources, convergence of projects with other 

Government schemes, private sector through PPPs, municipal bonds, debt, loans 

etc. The details of sources of raising funds as per the SCP and the actual funds 

raised from various resources by the SPVs are given in Table 10.1. 

Table 10.1: Details of sources of funds planned and actual funds raised by the SPVs  

(₹ in crore) 

Source FSCL KSCL 

Planned Actual Planned Actual 

Government grant 980.00 980.00 1,000.00 833.00 

Public Private Partnerships 1,007.50 0.00 132.85 0.00 

Debt/loans 12.13 0.00 0.00 0.00 

Land monetization  428.38 0.00 0.00 0.00 

Convergence with other schemes of Government/ULBs 173.00 0.00 80.22 12.86 

Contribution by ULB concerned  - - 82.74 0.00 

Total 2,601.01 980.00 1,295.81 845.86 

Source: SCPs and information provided by the SPVs. 

In this regard, Audit observed the following: 

(i) Against planned funds of ₹ 3,896.82 crore, the actual mobilisation of 

funds was ₹ 1,825.86 crore for two cities leaving a shortfall of 

₹ 2,070.96 crore (53.15 per cent). FSCL and KSCL could raise  

₹ 980 crore (37.67 per cent) and ₹ 845.86 crore (65.27 per cent) 

primarily through Government grants against proposed funding of 

₹ 2,601.01 crore and ₹ 1,295.81 crore respectively.  

(ii) As per SCP of Faridabad, three projects9 of ₹ 1,007.50 crore were to be 

implemented on PPP basis. However, FSCL could not implement any of 

 

8 ` 200 crore in first year to create a higher initial corpus followed by ` 100 crore for the 

next three years. 
9  1. Solar city mission/ solar roof tops (` 19.50 crore); 2. Transit oriented development 

(TOD) of real estate on MC Faridabad land (` 965 crore) and 3. Construction 100 bus 

que shelters (` 23 crore). 
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the projects on PPP basis as two projects10 were not found feasible 

subsequently and for implementation of third project11, a separate SPV12 

has been incorporated. KSCL planned to implement projects of  

₹ 132.85 crore on PPP basis, however, no such project could be 

implemented by KSCL due to land constraints and non-feasibility of the 

project. 

(iii) FSCL could not generate any funds through land monetisation against 

the targeted funds of ₹ 428.38 crore due to non-implementation of 

development of real estate project on MC Faridabad land on PPP basis.  

(iv) The SPVs planned to implement projects of ₹ 253.22 crore under 

convergence with schemes of Centre/ State Government/ ULBs in their 

SCP. KSCL implemented only four projects of ₹ 12.86 crore under 

convergence with MC Karnal. Both the SPVs could not implement any 

project under convergence with of Centre/ State Government schemes 

due to non-issuance of guidelines in respect of funding pattern of 

convergence of projects by the State Government and non-functioning 

of Inter-Departmental Task Force13 which was constituted (July 2015) 

by State Government for implementation of the schemes especially the 

projects through convergence.   

(v) FSCL and KSCL could not raise any funds against planned receipt of 

₹ 12.13 crore from debt and ₹ 82.74 crore from additional contribution 

from MC Karnal respectively. Reasons for non-raising of funds from 

these sources were not found on records. 

As per para 11.2 and 11.3 of SCM guidelines, grants of GoI/ State Government 

was to be leveraged to attract funding from internal and external sources, 

however, SPVs could not leverage the same.  

Consequently, required funds to implement the projects in SCPs could not be 

arranged by the SPVs which impacted the achievement of objectives of the 

Mission to the extent as both the SPVs shelved 54 projects of ₹ 2,316.64 crore 

due to various reasons including financial constraints as discussed in 

Paragraph 10.9.1. 

The department in its reply stated (January 2025) that PPP projects could not be 

implemented due to non-feasibility of projects and land constraints and admitted 

that the projects under convergence were executed partially in absence of 

 

10  Solar city mission/ solar roof tops and Transit oriented development of real estate on MC 

Faridabad land. 
11  Construction of 100 bus que shelters. 
12   Faridabad City Transport Services Limited. 
13  Consisting of parastatal bodies, ULB and Urban Development Authorities. 
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instructions issued from the State Government and operational challenges. 

However, the fact remained that the SPVs could not implement the envisaged 

projects of SCPs. Further, the reply is silent regarding non-raising of funds 

through debt by MC Faridabad and contribution from own funds by MC Karnal. 

10.8.1 Payment of Interest to Government 

Rule 230 (8) of the GFR, 2017 stipulates that all interests or other earnings against 

grant-in-aid released to any grantee institution would mandatorily be remitted to 

the Consolidated Fund of India immediately after finalisation of the accounts. 

FSCL earned an interest of ₹ 77.50 crore (GoI share: ₹ 38.75 crore and State 

Government share: ₹ 38.75 crore) during 2016-24. Out of which ₹ 37.19 crore 

was remitted (GoI share: ₹ 32.83 crore and State Government share:  

₹ 4.36 crore) to Government, resulting into short payment of interest of  

₹ 5.92 crore and ₹ 34.39 crore to GoI and State Government respectively. 

Similarly, KSCL earned an interest of ₹ 31.86 crore (GoI share: ₹ 16.05 crore 

and State Government share: ₹ 15.81 crore) during 2018-24. Out of which 

₹ 16.56 crore was remitted (GoI share: ₹ 9.77 crore and State Government share: 

₹ 6.79 crore) to Government, resulting into short payment of interest of  

₹ 6.28 crore and ₹ 9.02 crore to GoI and State Government respectively. 

The department in its reply stated (January 2025) that both SPVs have been 

directed to ensure depositing their pending interest amount to Government. 

10.9 Implementation of Smart City Mission projects  

10.9.1 Revision in Smart City Proposal and Status of Execution 

MoHUA directed (August and September 2018) SPVs to finalize the list of 

projects being undertaken from the first category of funds i.e. 

Central/State/ULB grant funds with the approval of its BoDs. The details of 

number of projects approved in SCP, projects shelved permanently, new 

projects (other than already approved in SCPs) under SCM by the SPVs and 

detailed status of execution of revised planned projects as on 30 June 2024 are 

shown in Table 10.2. 

Table 10.2: Detail of projects under Smart City Mission as on 30 June 2024 

(₹ in crore) 

SPV Projects as 

per SCP 

Projects 

shelved 

New 

projects 

added$ 

Revised 

planned 

projects  

Completed 

projects 

Projects 

under 

execution 

Projects 

under 

planning 

No Cost  No Cost No Cost No Cost No Cost No Cost No Cost 

FSCL 46 2,601.01 18 1,416.53 28 154.42 56 933.90 35 658.47 13 194.17 8 81.26 

KSCL 57 1,295.81 36 899.81 90 673.03 111 947.85 77 303.44 27 581.80 7 62.61 

Total 103 3,896.82 54 2,316.34 118 827.45 167 1,881.75 112 961.91 40 775.97 15 143.87 

Source: SCPs and information provided by the SPVs. 

$  other than SCP projects. 
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In this regard, Audit observed the following: 

(i) The SPVs shelved 54 projects due to non-availability of sites, non-

viability of projects and financial issues. Out of these 54 projects, 

approval for shelving of projects from BoDs of the respective SPVs was 

not taken in 38 projects. Further, most of the new projects were taken up 

outside the selected ABD area as discussed in Paragraph 10.9.4. 

Consequently, the selected ABD area could not get due coverage as 

envisaged in SCP. 

(ii) Timelines for completion of 152 projects (FSCL: 48 and KSCL:104) out 

of 167 projects were decided by both the SPVs and for remaining 

projects, the timeline was not fixed as the same were under planning 

stage. Out of 112 completed project, the SPVs could complete only  

45 projects (FSCL: 7 and KSCL: 38) as per the timelines and there were 

delays in completion of the 67 (60 per cent) projects (FSCL: 28 and 

KSCL: 39) ranging from three to 1,506 days (as per detail given in 

Appendix 10.2) as on 30 June 2024. Analysis of delay in execution of 

projects is given in Table 10.3. The reasons for delay were non-

availability of encumbrance free sites, delay in site clearance and 

revision of drawings, etc. 

Table 10.3: Analysis of delay in execution of projects 

Sr. No. Range of delays (in number of days) Number of projects 

1 Less than 100 18 

2 Equal or more than 100 and less than 500 31 

3 Equal or more than 500 and less than 1000 16 

4 More than 1000 2 

Total 67 

Source: Information provided by KSCL and FSCL. 

The department in its reply stated (January 2025) that SCP projects could not 

be executed due to land issues, non-feasibility of SCP projects and issues related 

to no objection certificates. With regard to delay in execution of projects, it was 

stated that the smart city projects were brownfield projects and retrofitted in the 

existing infrastructure created before the implementation of SCM which 

encountered several challenges such as shifting of existing utilities, inter 

departmental consultation with various departments, Covid lock down, 

CAQM14 directions for closure of projects. It was further stated that the issue of 

delay in completion of projects has been acknowledged by GoI and 

consequently completion period has been extended upto March 2025. 

The reply may be seen in the context that the department did not furnish any 

 

14  Commission for Air Quality Management (CAQM) plays a key role in implementing the 

Graded Response Action Plan (GRAP), a tiered system of pollution control measures 

that is activated when air quality levels reach critical levels. 
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justification for shelving 38 projects without obtaining approval of BoDs of the 

respective SPVs. The justification given by the department with regard to delay 

in execution of projects, may be seen in the backdrop that these projects were 

already planned to be executed on retrofit model in the SCPs. Further, delay in 

completion of projects was due to inadequate due diligence in selection of sites, 

non-conduction of feasibility study/survey and award of project without 

finalisation of drawings as discussed in Paragraph 10.9.2. 

10.9.2 Delay/deficiencies in Execution of Individual Projects 

(i) Execution of Sewage Treatment Plants  

A provision for water recycling for public area, group housing and green belt 

development was included in the SCP of Faridabad with the objective to reuse 

the Sewage Treatment Plants (STPs) recycled water for horticulture and other 

non-potable applications. FSCL awarded (March 2022) the work for installation 

of eight STPs alongwith O&M for a period of five years to M/s Pulkit Projects 

Private Limited at a cost of ₹ 64.50 crore. The project was to be completed 

within 15 months from the date of letter of award (LOA). 

Audit observed that FSCL awarded the project without taking permission from 

departments who own the land. Consequently, FSCL could not provide any site 

to the contractor out of eight identified sites published in Request for Proposal 

(RFP) as per detail given in Table 10.4. 

Table 10.4: Status of STPs planned under the Mission as on 31 March 2024 

Sr. 

No. 

Capacity  Location as per RFP Remarks/Present status  

1. 15 MLD Sector-33 

(HSVP land) 

Location was revised to Jal Ghar, Sector-25. STP under 

construction 

2. 5 MLD Pyali Chowk 

(MC Faridabad land) 

Location was revised to Golf Course. STP under 

construction 

3. 2 MLD Sector-45 (HSVP land) Land not available 

4. 2 MLD Jharsently village (HSVP land) Land not available 

5. 1 MLD NHPC Chowk (MC Faridabad 

land) 

Land not available 

6. 1 MLD Town Park, Sector-12  

(HSVP land) 

Location was revised to Barahi-Talab, however, NOC was 

not received as STP was coming in the area of park 

7. 1 MLD Sihi Village, Sector-8 

(Irrigation Department land) 

Land not available 

8. 1 MLD Sector-9, Disposal station 

(MCF Land) 

Land not available 

Source: Information provided by FSCL. 

FSCL handed over (December 2022 and February 2023) two sites (Sr. no. 1 and 

2 of Table 10.4) at revised locations to the contractor for construction of STPs 

but could not provide remaining six sites by March 2024. The matter regarding 

non-availability of sites for remaining six STPs was discussed by BoDs of FSCL 

from time to time and finally, BoDs decided (December 2023) to short close the 

contract for the remaining six STPs. It was further observed that the agency had 
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integration with ICCC platform with GIS. Thus, go-live was given in violation 

of contractual conditions.  

The department in its reply stated (January 2025) the work as per contractual 

obligation has been completed. However, the final go-live will be issued only 

after verification of LED lights. The fact, however, is that the go-live for  

phase-I was issued in violation of contractual obligations. 

(iv) Construction of Commercial Space at Old Anaj Mandi, Karnal 

The work for construction of commercial complex at old Anaj Mandi was 

approved (September 2021) by KSCL to create a space for all age groups that 

supports people's participation in terms of social interaction, commercial usage 

and recreation. The said project was to be constructed on MC Karnal’s land. As 

per proposal, the site was to be developed as multistorey 23 commercial complex 

building with two levels of basements. 

The said work was assigned (August 2022) to MC Karnal for execution on 

deposit work basis and MC Karnal awarded (January 2023) the work to a 

contractor at a cost of ₹ 30.80 crore which was to be completed within  

18 months from the date of issue of Letter of acceptance (i.e. by July 2024). 

KSCL deposited ₹ 30.80 crore with MC Karnal in December 2022. 

Audit observed that the project was awarded without finalisation of drawings 

and design and the same could be finalised only in November 2023 and 

accordingly excavation of work could start only in October 2023. Further, the 

work was held up due to non-shifting of tubewell by MC Karnal till February 

2024. The contractor has requested extension in time upto March 2025. Thus, 

the project faced delays due to late finalisation of drawings and the intended 

benefits of the project could not be achieved in time. 

The Department in its reply stated (January 2025) the structure and architectural 

drawings have been finalized and 35 per cent work has been completed and 

remaining work would be completed upto March 2025.  However, the reply is 

silent as to why the work was awarded without finalisation of drawings.  

(v) Functioning of Surveillance Camera System 

(a) FSCL awarded (December 2018) the work for installation of ICCC set 

up to M/s. Honeywell Automation India Limited (M/s HAIL) at a total cost  

of ₹ 159.40 crore along with O&M for five years. FSCL issued go-live to  

the project in February 2020. M/s HAIL installed 1486 surveillance cameras at 

168 junctions at the time of issue of go-live to the project.  

 

 

23  A multi-storey structure with a ground floor (G) and two additional floors above. 
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Functioning of surveillance cameras at 25 junctions were reviewed by Audit on 

26 October 2023. Audit observed that surveillance cameras at none of the test-

checked junctions was found fully functional24. Surveillance cameras at 

12 junctions were found completely non-functional and at remaining 

13 junctions, surveillance cameras were found partially functioning due to 

damaged cable, burnt control switch, power failure etc. However, as per report 

generated of ICCC dated 26 October 2023, all the test-checked cameras were 

fully functional on the date.  

Audit also observed that Deputy Commissioner of Police, Faridabad informed 

(5 October 2022) FSCL that only 233 surveillance cameras were found 

functional during checking by the Department against 695 surveillance cameras 

as reported in the Reports (28 September 2022) of FSCL and sought a detailed 

status/ reasons for the non-functional cameras. However, no reply in this regard 

from FSCL was found on record. 

These instances indicate that report relating to proper functioning of 

surveillance system and achievement of its intended objectives lack 

genuineness/authenticity as lot of cameras which were reported to be functional 

were found non-functional. Consequently, the surveillance system remained 

ineffective to the extent.  

The department in its reply stated (January 2025) that M/s HAIL faced several 

challenges like power/internet cable damage due to road excavation by 

unknown vendor, damage of control switch due to high voltage supply, pole 

removal, power failure, theft of ICT equipment etc. during O&M phase. Further, 

in view of the functioning / fully automated report generation system of the 

surveillance there is no reason to suspect on the genuineness/authenticity, 

however, it can be improved further. Reply is not acceptable as it does not 

address the specific inconsistencies in reports of ICCC pointed as out. 

(b)  M/s HAIL dismantled (January to December 2022) 614 cameras of 

₹ 4.80 crore installed at 45 junctions due to widening of roads by National 

Highway Authority of India (NHAI). Audit observed that FSCL did not carry 

out any exercise for proper utilisation of these dismantled infrastructure and 

these items are lying idle (June 2024) under the custody of M/s HAIL. 

The department in its reply stated (January 2025) that FSCL is already in 

communication with NHAI for release of reasonable compensation for 

dismantled infrastructure.  

 

24  More than one camera was installed at one junction and out of which some cameras were 

functional and others were not functional. 
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10.9.3 Execution of Projects by Line Departments/ Agencies 

As per Advisory 15 issued (14 January 2019) by MoHUA, for certain projects, 

technical expertise and execution capabilities of the respective Government line 

departments/ agencies can be leveraged for faster executing smart cities projects 

instead of depending solely upon Project Management Consultant. The 

respective cities may explore arrangement of an appropriate tripartite agreement 

between the SPV, Government line department/ agency and prospective bidder 

for execution of specific projects which have been pending for implementation.  

In this regard, it was observed that:  

(i) The SPVs assigned 41 projects (KSCL: 31 and FSCL:10) to various 

Government line departments/ agencies for execution. The details of the 

projects are given in Appendix 10.3. As per above Advisory, projects were to 

be identified through a joint meeting of SPV and Government line 

department/ agency. All these projects were identified by BoDs in their 

meetings held from time to time. However, no separate joint meetings 

between SPV and Government line department/ agency was found on record. 

(ii) As per the Advisory, a draft tripartite agreement would be drawn under 

approval of the SPV and be part of the tender document for each such project 

which would be awarded to the successful bidder. However, no draft tripartite 

agreement was entered into by the SPVs as required in the Advisory as the 

same was not included in the tender documents by the line departments. 

(iii) As per the Advisory, no funds were to be transferred from SPV to 

Government department/ agency. The payments were to be disbursed directly 

by the SPV to the contractor on completion of each milestone as per the terms 

of the tender. The Government line department/ agency was to check and 

verify contractor’s bills as per standards of financial rules and submit them to 

SPV for payment. Audit observed that KSCL transferred funds of  

₹ 350.36 crore for 28 projects to Government line departments/ agencies in 

violation of the Advisory issued by GoI, which otherwise would have been 

released to the contractor on the basis of running bills/ milestones achieved. 

This has resulted in parking of funds with line departments. In one case,  

₹ 13.68 crore was transferred to MC Karnal on 12 July 2022 for construction 

of commercial complex which was dropped on 14 March 2024 due to  

non-vacating of site by existing shopkeepers and the amount was lying  

(June 2024) with the line department.  

Consequently, the SPVs did not participate in tender management process and 

implementation of these projects as per the directions of GoI and the projects 

were assigned to the line departments against the spirit of the Advisory.  
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The department in its reply stated (January 2025) that all HoDs of line 

departments are member of BoDs of KSCL, hence, no separate joint meeting 

was required for discussion of the projects. It was further stated that funds were 

transferred to concerned departments with the approval of BoDs by following 

PWD code provision in deposit work which states that the work can be initiated 

after receiving of funds. Therefore, after the transfer of funds, SPVs were unable 

to make tripartite agreement. The reply is not acceptable as HoDs of PWD 

(B&R) Department, Public Health Engineering Department, Irrigation & Water 

Service Department etc. were not member of BoDs of KSCL. Further, the funds 

were received under centrally sponsored scheme and the same should have been 

utilised as per directions issued by GoI. 

10.9.4 Execution of Projects Outside ABD Area  

As per Advisory13 issued (21 January 2019) by MoHUA, addition of projects 

outside ABD location and execution of non-ICT projects in Pan-City 

component was not permissible.  

Audit in this regard, observed that 76 projects of ₹ 407.99 crore (Appendix 10.4) 

executed/under execution at various locations in Karnal city were completely 

outside the ABD area.  

Additionally, KSCL executed one non-ICT project (i.e. Open-air gym:  

₹ 5.51 crore) as Pan-city project.  

An expenditure of ₹ 356.87 crore was incurred on these projects upto June 2024. 

Consequently, KSCL incurred expenditure of ₹ 356.87 crore for execution of 

77 new projects in violation of SCM guidelines.  

Further, execution of projects outside ABD area defeats the Area-based 

development approach which focuses on developing a specific area into better 

planned one. Consequently, the selected ABD area was deprived of with the 

funds to the extent. 

The department in its reply stated (January 2025) that as per MoHUA guidelines 

these projects were undertaken based on city needs and public interest. The 

reply is not acceptable as the projects outside ABD area and non-ICT projects 

in Pan-city were not permissible under SCM guidelines. 

10.10 Monitoring  

Monitoring in the context of smart cities refers to the systematic process of 

assessing and evaluating various aspects of a city’s performance, development, 

and implementation of smart initiatives. Audit observed following inadequacies 

in the monitoring system:  
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10.10.1 Full Time Chief Executive Officer 

As per SCM guidelines, SPV was to be headed by a full time CEO with nominees 

of Central Government, State Government and ULB on its BoD. The CEO of 

the SPV shall be appointed with the approval of MoHUA for a fixed term of 

three years and shall be removed only with the prior approval of MoHUA. 

Advisory14 issued (03 October 2018) by MoHUA also contained provisions to 

ensure appointment of full-time CEOs to enable Mission Directorate to achieve 

the intended outcomes in a time-bound manner.  

Audit reviewed the appointment and removal of CEOs of both the SPVs during 

the period from October 2016 to June 2024 and noticed as below; 

The first appointment of CEOs in both the SPVs were approved by MoHUA. 

Subsequently, 11 CEOs (FSCL: 7 and KSCL: 4) were appointed and removed 

without approval from MoHUA. Further, 12 out of 13 CEOs were appointed for 

a period less than the prescribed period of three years. Five out of eight CEOs 

in FSCL and all five CEOs in KSCL were not appointed on full-time basis by 

the State Government in violation of SCM guidelines.  

Consequently, implementation of the projects in both the cities lacked 

continuity of direction and effective supervision from CEOs. 

The department in its reply stated (January 2025) that the appointment and 

transfer of CEOs was undertaken by the State Government.  

10.10.2 City Level Monitoring 

As per para 13.3 of SCM guidelines, a Smart City Advisory Forum (SCAF) was 

to be established at the city level to advise and enable collaboration among 

various stakeholders25. MoHUA directed (November 2018 and December 2019) 

SPVs to conduct SCAF meetings on regular intervals and at least once a month. 

In this regard, Audit observed that SCAF was established by the FSCL and 

KSCL on 16 October 2018 and 08 January 2019 respectively. Both the SPVs 

held 10 meetings26 (FSCL:4 and KSCL:6) of SCAF during June 2018 to 

November 2021 against the requirement of conducting 133 meetings upto June 

 

25  SCAF was required to include the District Collector, MP, MLA, Mayor, CEO of SPV, 

local youths, technical experts and at least one member from the area who is 

(1) President/Secretary representing registered Residents Welfare Association, 

(2) Member of registered Taxpayers Association/ Ratepayers Association, (3) President/ 

Secretary of slum level federation, and (4) Members of a Non-Governmental Organization 

(NGO) or Mahila Mandali/Chamber of Commerce/Youth Associations. 
26  FSCL: 15 June 2018, 04 September 2019, 01 March 2020 and 18 January 2021 and 

KSCL: 11 January 2019, 06 March 2020, 30 April 2020, 02 July 2020, 25 July 2020 and 

27 November 2021. 
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2024. Consequently, participation of various stakeholders in monitoring the 

progress of implementation of projects could not be ensured.  

The department in its reply stated (January 2025) that suggestion of SCAF were 

considered during implementation of the project, further progress of smart city 

projects was discussed in DISHA meetings27. The reply is not tenable as 

participation of various local stakeholders could not be ensured due to  

non-holding of sufficient meetings of SCAF.   

10.10.3 Assessment of Projects Undertaken for Achievement of Objectives 

of the Mission 

As per the SCM guidelines, the objective of the mission was to promote cities 

that provide core infrastructure and give a decent quality of life to its citizens, a 

clean and sustainable environment and application of smart solutions. Further, 

as per the guidelines, the key roles and responsibilities of the SPV inter-alia 

include to act upon the reports of a third-party review and monitoring agency 

and reviewing quality control related matters.   

In this regard, Audit observed that the SPVs had not appointed any agency for 

carrying out third-party review/ impact assessments of the projects executed 

under SCM. Further, the SPVs had also not carried out any assessment in terms 

of success parameter of the initiatives implemented under SCM. Consequently, 

achievement of Mission objectives by the SPVs could not be evaluated. 

The Department in its reply stated (January 2025) that overall impact/ 

assessment of the projects would be carried out after completion of the Mission 

as per direction of MoHUA/ State Government. 

10.11 Conclusion 

The effectiveness of citizen consultation and review of previous plans in 

preparation of Smart City Proposals for both cities in the State could not be 

evaluated as relevant records were not made available to Audit.  

Against planned mobilisation of funds of ₹ 3,896.82 crore for implementation 

of projects under the Mission for two cities, the SPVs could mobilise only 

₹ 1,825.86 crore (46.86 per cent) primarily through grant-in-aid received from 

Government. The SPVs failed to leverage grant received from Government and 

required funds for implementation of the projects from internal and external 

sources (i.e. Public Private Partnership, debt and land monetisation etc.) could 

not be arranged. The SPVs failed to implement projects under convergence with 

 

27  District Development Coordination and Monitoring Committee under the chairmanship 

of Chief Minister, MP and other public representatives. 
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schemes of Centre/State Government due to non-issuance of guidelines in 

respect of funding pattern of convergence of projects by the State Government.  

KSCL implemented only four projects of ₹ 12.86 crore under convergence with 

MC Karnal. 

The SPVs revised the Smart City Proposals and planned 167 projects of  

₹ 1,881.75 crore, out of which 152 projects were awarded and 112 projects 

completed by June 2024. However, only 45 projects met their scheduled 

timelines, while 67 projects faced delays ranging from three to 1506 days due 

to issues like lack of encumbrance-free sites, site clearance delays, and drawing 

revisions. Karnal Smart City Limited incurred expenditure of ₹ 356.87 crore for 

execution of new projects outside the selected ABD area in violation of the 

Mission guidelines.  

Monitoring mechanism for implementation of the Mission was deficient at city 

level as both SPVs held 10 meetings of city level monitoring committee as 

against the requirement of 133 meetings. Further, the SPVs had not appointed 

any agency for carrying out third-party review/ impact assessments of the 

projects executed under the Mission. Consequently, the achievement of Mission 

objectives by the SPVs could not be evaluated. 

10.12 Recommendations 

The State Government may: 

(i) take steps for convergence of ongoing projects under the Mission with 

other Central/State Government schemes to drive the maximum benefit in 

implementation of smart city projects in the State; 

(ii) ensure timely execution of on-going projects as per the guidelines of the 

Mission; and 

(iii) identify measurable indices and carry out third-party review for assessing 

the impact assessments of the projects executed under the Mission. 



 

Chapter 11 

Compliance Audit Observations 

(Public Sector Undertakings) 

  





121 

CHAPTER-11 

COMPLIANCE AUDIT OBSERVATIONS  

(PUBLIC SECTOR UNDERTAKINGS) 

Haryana Orbital Rail Corporation Limited 

11.1 Payment of avoidable interest 

Imprudent decision of the Company to retain the share application money 

beyond the stipulated time, in contravention to the provisions of the 

Companies Act, 2013 led to payment of an avoidable interest of ₹ 1.20 crore 

to the share applicants. 

Section 42 (6) of the Companies Act, 2013 provides that a Company making an 

offer for subscription of securities on private placement shall allot its securities 

within 60 days from the date of receipt of application money or shall repay the 

money to the subscribers within 15 days from the date of completion of 60 days, 

failing which it shall be liable to repay that money with interest at the rate of 

12 per cent per annum from the expiry of the 60th day. 

The Board of Directors (BoD) of the Haryana Orbital Rail Corporation Limited1 

(Company) accorded (November 2020) approval to increase paid-up capital 

from ₹ 0.10 crore to ₹ 200 crore and allot 19.99 crore equity shares of ₹ 10 each 

aggregating to ₹ 199.90 crore on right issue basis to its existing six 

shareholders2 in one or more tranches. Accordingly, the Company issued 

(23 December 2020) offer letters to its existing equity shareholders for right 

issue of 19.99 crore shares with major shareholding of 45 per cent to Haryana 

Rail Infrastructure Development Corporation Limited (HRIDCL), based on 

their shareholding in the Company on 15 December 2020. The offer was valid 

for the period 28 December 2020 to 25 January 2021. In response to this, share 

application money (SAM) of ₹ 29.99 crore (April 2021) and ₹ 9.99 crore (April/ 

September 2021) from two shareholders only viz. Maruti Suzuki India Limited 

(MSIL) and Gurugram Metropolitan Development Authority (GMDA) 

respectively was received beyond the offer period. Due to non-receipt of SAM 

from other shareholders particularly the major shareholder i.e. HRIDCL, and to 

 
1  Incorporated on 25 December 2019 as a Special Purpose Vehicle for the purpose of 

construction, operation and maintenance of Haryana Orbital Rail Corridor Project. The 

Company is an Associate Company of Haryana Rail Infrastructure Development 

Corporation Limited (HRIDCL). HRIDCL is a Joint Venture of Government of Haryana 

and Ministry of Railways/ Government of India. Equity shareholding as on March 2021: 

Government of Haryana: 51 per cent and Ministry of Railways: 49 per cent. 
2  HRIDCL: 8,99,55,000 shares (45 per cent), Maruti Suzuki India Limited: 2,99,85,000 shares 

(15 per cent), Gurugram Metropolitan Development Authority: 99,95,000 shares  

(5 per cent), Haryana State Industrial & Infrastructure Development Corporation Limited: 

2,99,85,000 shares (15 per cent), All cargo Logistics Limited: 1,99,90,000 (10 per cent) and 

International Cargo Terminals & Infrastructure Private Limited: 1,99,90,000 (10 per cent). 
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avoid dilution of Government’s controlling interest, the Company did not allot 

shares to MSIL and GMDA within the prescribed time limit. However, as 

required under the provisions of Section 42 (6) of the Companies Act, 2013, 

instead of refunding the SAM to MSIL and GMDA within the prescribed time, 

the Company decided to retain the SAM.  

Audit observed (November 2023) that the Company had issued offer letters for 

issue of shares on right issue basis in December 2020 even before finalisation 

of shareholders’ agreement with its existing shareholders. Later, the Company 

issued the revised offer letters for right issue to its shareholders on 11 February 

2022 after finalisation of shareholders’ agreement with five shareholders3 on 

the same day (11 February 2022). The Company received SAM in March 2022 

from two shareholders4 and land as SAM from one shareholder5 and allotted 

shares to five shareholders6  including MSIL and GMDA on 17 March 2022 

against the SAM received earlier from them in April/ September 2021. 

Eventually, the Company had to pay interest of ₹ 3.20 crore to MSIL  

(₹ 2.79 crore in August 2022) and GMDA (₹ 0.41 crore in February 2023) for 

delay in allotment of shares as per Section 42 (6) of the Companies Act, 2013.  

It was also observed that the Company had earned interest of ₹ 2.00 crore on 

the SAM received from MSIL and GMDA.  

Thus, imprudent decision of the Company to retain the SAM of MSIL and 

GMDA beyond the prescribed time, in contravention to the provisions of the 

Companies Act, 2013 led to payment of an avoidable interest of ₹ 1.20 crore  

(₹ 3.20 crore - ₹ 2.00 crore). 

The Management replied (December 2023) that share application money was 

not refunded to MSIL and GMDA with the expectation that contribution from 

other shareholders would be received shortly, however, the signing of 

shareholders’ agreement by the shareholders and release of share application 

took time. The reply is not tenable as the Company had issued offer letters to 

the existing shareholders without finalisation of shareholders’ agreement, and it 

had unduly retained the share application money of MSIL and GMDA beyond 

the prescribed time till final allotment of shares to them, which was made only 

after issue of the revised offer letters.  

The matter was referred to the Government (April 2024) and the reply was 

awaited (July 2025). 

Recommendation: The Company should strictly adhere to the applicable 

statutory provisions to protect its financial interest. 

 
3  Excluding International Cargo Terminals & Infrastructure Private Limited. 
4   HRIDCL and Allcargo Logistics Limited (ACL). 
5  Haryana State Industrial & Infrastructure Development Corporation Limited (HSIIDC). 
6  MSIL, GMDA, HRIDCL, ACL and HSIIDC. 
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