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PREFACE 

 

A Study Team, chaired by the Adviser to the Chief Minister (Finance & 
Planning) and comprising the Secretary, Finance Department, Engineer-in-
Chief, Public Works Department, Engineer-in-Chief, Public Health Engineering 
Department; Engineer-in-Chief, Power & Electricity Department, Additional 
Secretary, Finance Department (EA), Commissioner of State Tax, and the Joint 
Secretary, Finance Department (EA) as Member Secretary, was constituted as a 
follow-up to the deliberations of the State Level SASCI Committee Meeting held 
on 6th June 2025. 

The Study Team deliberated upon all issues outlined in its terms of 
reference and expressed its appreciation to those departments that extended 
their cooperation by providing the necessary data and information during the 
course of the study. 
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1.	INTRODUCTION 

Report of the Study Team on estimation of Detailed Project Reports for 
obtaining Expenditure Sanctions, collection of GST, operationalization of deducting 
contractors profit with respect to Departmental works/procurements and 
Committed liabilities of departments. 

 
1.1 General 

 
DPR estimation is the process of estimating the total cost of executing a project. 

The primary objective is to determine the financial requirements needed for 
successful project implementation. This involves a detailed analysis of various cost 
components such as the cost of works, preliminary charges, departmental 
provisions, Goods and Services Tax (GST), and other contingencies. Accurate DPR 
estimation ensures proper budgeting, funding, and planning for the project’s 
execution. 
 

Operationalisation of deducting contractors profit with respect to 
departmental works/procurement shall mean the process of excluding the 
contractor’s profit component from the cost estimate, in cases where the work is 
proposed to be executed departmentally and not through a contractor. 
 

Committed liabilities of departments here also refers to the financial 
obligations that government departments (under Govt of Mizoram) are bound to 
fulfill in the future, based on approvals, contracts, or administrative sanctions 
already issued. These liabilities represent expenditures that are already 
committed and needs to be honored. These liabilities arise from works, 
procurements or services for which payments are contractually or legally due. 

 

1.2 Background 

A comparison between the GST collection reports for the months of April and 
May 2025 and the corresponding period of 2024 revealed a significant decline in 
the GST (SGST + IGST settlement) collection figures for the State of Mizoram 
during the current financial year. As per the statement of the Joint Commissioner, 
Taxation Department, Government of Mizoram (Annex–I), there was a reduction 
of ₹24.87 crore in April 2025 and ₹5.32 crore in May 2025 compared to the same 
months of the previous year. 

The decline in GST collection within the State has drawn the attention of both 
the Government and the public, thereby underscoring the need for improvement 
in revenue performance on the part of the Government. Consequently, a need was 
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felt to address various issues related to GST collection and committed liabilities 
across departments. 

During the meeting of the State Level SASCI Committee, chaired by the Hon’ble 
Chief Minister, held at the Conference Hall of the Planning & Programme 
Implementation Department on 6th June 2025 (Annex-II), it was decided to 
constitute a Study Team under the chairmanship of Pu TBC Lalvenchhunga, 
Adviser to the Chief Minister (Planning & Finance), with representatives from the 
Finance Department and other relevant departments. The Study Team was 
expected to study and examine issues related to the efficacy of deduction of 10% 
contractors’ profit, preparation and calculation of project estimates, and losses 
pertaining to GST collection. The Team was also expected to study committed 
liabilities, particularly those arising from supply or work orders issued without 
adherence to codal formalities. 

In compliance with the decision of the State Level SASCI Committee, a Study 
Team on “Estimation of Detailed Project Reports for Obtaining Expenditure 
Sanctions, Collection of GST, Operationalization of Deduction of Contractors’ Profit 
with respect to Departmental Works/Procurements, and Committed Liabilities of 
Departments” was constituted on 23rd June 2025, for a period of two months for 
submission of its report, vide Finance Department Notification No. 
J.21011/2/2025-FEA (TAX), dated 23.06.2025 (Annex-III). 

 
1.3 Members of Study Team: 
 

1. Pu TBC Lalvenchhunga, Adviser to Chief Minister, 
(Finance & Planning), Govt of Mizoram    - Chairman 

2. Secretary, Finance Department, Govt of Mizoram   - Member 
3. Engineer-in-Chief, Public Works Department   - Member 
4. Engineer-in-Chief, Public Health Engineering Department - Member 
5. Engineer-in-Chief, Power & Electricity Department  - Member 
6. Additional Secretary, Finance Department (EA)   - Member 
7. Commissioner, State Tax, Govt of Mizoram   - Member 
8. Joint Secretary, Finance Department (EA)    - Member  

  Secretary 
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2 STUDY	TEAM	APPROACH 

To achieve the objectives set forth in the Finance Department Notification No. 
J.21011/2/2025-FEA (TAX), dated 23rd June 2025, the Study Team adopted a 
structured and evidence-based approach. The methodology involved a combination of 
data collection, departmental consultation, and analytical review to arrive at objective 
findings and practical recommendations. 

The following steps outline the approach adopted by the Study Team: 

2.1  Preliminary Meeting and Planning 

A preliminary meeting of the Study Team was held on 7th August 2025 in the 
CMO Conference Hall, where the course of action and scope of work were 
discussed and finalized. Responsibilities were distributed among members, and 
timelines were set for the collection of departmental information. 

2.2  Data Collection from Departments 

Information on committed liabilities was called for from three Works 
Departments, namely: 

 Public Works Department (PWD) 
 Public Health Engineering Department (PHE) 
 Power & Electricity Department (P&E) 

The Departments were also requested to furnish sample Detailed Project 
Reports (DPRs) indicating cost components, point of GST deduction etc. 

2.3  Collection of Sample DPRs from Non-Works Departments 

To understand variations in estimation practices, sample DPRs were also 
obtained from five Non-Works Departments, namely: 

 Urban Development & Poverty Alleviation (UD&PA) Department 
 Social Welfare, Tribal Affairs  and Womens & Child Development 

Department 
 Rural Development Department 
 School Education Department 
 Disaster Management & Rehabilitation (DM&R) Department 
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2.4  Review and Analysis of Collected Data 

The Study Team examined the mode of DPR cost estimation followed by various 
departments, focusing on the treatment of GST, contingency provisions, labour 
cess, etc. 

The committed liabilities reported by 3 (three) Works Department were also 
analyzed to identify causes, magnitude, and procedural lapses leading to their 
accumulation. 

2.5  Departmental Consultations and Clarifications 

Discussion were held in a study team meeting with representatives of the PWD, 
PHE, P&E, and Taxation Department who are also a member of the study team. 
In addition representatives from the concerned administrative department were 
also invited in a meeting to give clarifications on estimation procedures, 
committed liabilities, and GST-related issues. 

2.6  Synthesis of Findings and Recommendations 

Based on the analysis and discussions, the Study Team formulated a set of 
recommendations aimed at improving project cost estimation, ensuring GST 
compliance, and managing committed liabilities in a systematic manner. 
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3. OBSERVATIONS	&	FINDINGS	ON	COMMITTED	
LIABILITIES		OF	THREE		WORKS		DEPARTMENTS 

Some of the key observations and findings of the Study Team, based on the 
analysis and scrutiny of the statements and details of committed liabilities furnished 
by the Public Works Department (Annex-IV), Public Health Engineering Department 
(Annex-V), and Power & Electricity Department (Annex-VI), reveal that there exists a 
substantial accumulation of committed liabilities across these three Works 
Departments.  
 

The position and magnitude of the committed liabilities of the three Works 
Departments are summarized in the Abstract Statement below, based on data 
furnished by the respective departments 
 

3.1  ABSTRACT STATEMENT OF COMMITTED LIABILITY 
 

Sl 
No. 

Name of 
Department 

Total Amount of 
Committed 

Liability 
(Rs.in lakh) 

Period 
Cover 

Remarks 

1. 
Public Works 
Department 

583.36 2023-24 

This committed 
liability pertains to 8 
road projects 
amounting to ₹432.50 
lakh and 2 building 
works amounting to 
₹150.86 lakh, as 
outlined below:  
– Buildings: 
Construction of DLAO 
Office, MINECO (₹100 
lakh)  
– Improvement of 
Government Buildings 
– High Court, 
Government 
Polytechnic, and E-in-
C PWD Office. 

2. 
Power & 

Electricity 
Department 

1262.43 

5  Years 
 

2021-22 
2022-23 
2023-24 
2024-25 
2025-26 

The committed 
liability primarily 
arises from 
procurement of 
materials and 
undertaking repair 
and maintenance 
works on an 
emergency basis. 
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3. 
Public Health 
Engineering 

5800.95 

8  Years 
 

2018-19 
2019-20 
2020-21 
2021-22 
2022-23 
2023-24 
2024-25 
2025-26 

 
The committed 

liability represents 
an accumulation of 

outstanding bills 
since 2018–19. These 

liabilities mainly 
relate to material 
supply bills that 

could not be cleared 
within the annual 

budgetary 
allocations. 

  
 

TOTAL 7646.74  
 

 

3.2  Observations 

It is observed that the Public Health Engineering Department (PHE) accounts 
for the largest share of the total committed liability, representing approximately 76% 
of the total outstanding amount. The Power & Electricity Department (P&E) and 
Public Works Department (PWD) contribute 16% and 8%, respectively. 
These liabilities have largely accumulated due to the placement of a large number of 
material supply orders and the execution of emergency repair works, often exceeding 
the annual budgetary allocations over successive financial years. 

Based on the scrutiny of the detailed departmental reports on committed 
liabilities (at Annex-IV, Annex-V, and Annex-VI), the Study Team has prepared the 
following department-wise observations: 

3.2.1  Public Works Department (PWD) 

It is observed that the committed liability of ₹583.36 lakh pertaining to the 
Public Works Department (PWD) has primarily arisen due to the revision and 
subsequent downsizing of Expenditure Sanctions after obtaining Administrative 
Approval (AA), and shortfall in fund releases from the SASCI Fund of the Government 
of India, despite the fact that the execution of works had already commenced by the 
contractors. 

In view of the nature and circumstances leading to the accrual of this liability, 
the Study Team recommends that special consideration be accorded for clearing the 
outstanding amount of ₹583.36 lakh, as the same has arisen largely due to procedural 
and funding constraints beyond the Department’s control. 
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3.2.2  Power & Electricity Department (P&E) 

The Department has stated that the accumulated liability of ₹1,262.43 lakh has 
primarily arisen due to the procurement of materials on an emergency basis and the 
undertaking of urgent repair works for transmission lines, transformers, and other 
related installations. In such cases, normal procedural formalities could not be 
adhered to owing to the urgency of the situation and the non-availability of adequate 
budgetary provisions. 

The Study Team observed the need for a comprehensive review of the P&E 
Department’s Schedule of Rates (SOR) and its existing mode of work execution. It was 
also noted that the Department should establish a robust inventory management 
system to record all materials procured, issued, and utilized across divisions and field 
offices. Adoption of such a system will enable the Department to align procurement 
with actual requirements and thereby minimize unnecessary or excess purchases of 
materials, ultimately reducing future liabilities. 

 

3.2.3  Public Health Engineering Department (PHE) 

The committed liabilities of the Public Health Engineering Department (PHE) 
have increased significantly over multiple financial years. A substantial portion of 
these liabilities was incurred under the supervision of the Engineer-in-Chief (E-in-C), 
indicating that procurement, repair, and maintenance activities were undertaken 
without adequate budgetary provisions. 

The report further indicates that the accumulated committed liabilities 
amounting to ₹5,800.95 lakh, covering the financial years 2018–19 to 2025–26, have 
primarily arisen due to inefficient financial and material management practices within 
the Department. The recurring procurement of materials each year, coupled with the 
issuance of numerous supply orders beyond available budget provisions, reflects 
systemic weaknesses and the absence of an effective inventory control mechanism. 

The Study Team therefore concludes that the continuous build-up of liabilities 
in the PHE Department is primarily due to recurrent procurement without 
corresponding budgetary backing, highlighting the urgent need for stringent internal 
financial discipline, inventory rationalization, and real-time expenditure monitoring 
systems. 
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4. DPR	ESTIMATION	FOR	OBTAINING	EXPENDITURE	
SANCTION	AND	GST	COLLECTION	AND	OBSERVATIONS	
THEREOF 

The Study Team collected sample Detailed Project Reports (DPRs) from works 
departments such as the Public Works Department, Public Health Engineering 
Department, and Power & Electricity Department. In addition, sample DPRs were also 
collected from five selected non-works departments, namely Urban Development & 
Poverty Alleviation Department, School Education Department, Disaster Management 
& Rehabilitation, Social Welfare & Women and Child Development, and Rural 
Development Department. 

From the examination of these sample DPRs, it was observed that there is no 
uniformity in the pattern, methodology, or practice adopted for DPR estimation across 
departments. Even among departments executing similar types of construction or 
building works, the approach to cost estimation, inclusion of taxes such as GST, and 
deduction of labour cess varies significantly. These inconsistencies are evident from 
the DPR Abstract Cost Sheets of some departments reproduced below: 

4.1 Public Works Department: An abstract Cost Sheet of one building project 
Durbar Hall, Raj Bhavan, under Project Division, PWD is prepared as under 
 

Particulars Amount 
Building Portion (admin) (A) 41346373 
Septic Tank (2x50 users) 389290 
Internal Electrification (7.5 %) 3100977 
Installation of CCTV @ 1% on A 413464 
Installation of Recording System 0.5% on A 206732 

TOTAL B 45456836 
Add 27.33% Cost index of B 12423353 

TOTAL C 57880190 
Deduct 12% GST on C 6945623 

TOTAL D 50934567 
Add 18% GST on D 9168222 

TOTAL E 60102789 
Add 1% for Quality Control on E 601028 
Add 3% for Contingencies on E 1803084 
Green Generator 63 KVA 1200000 
Furniture 3400000 
Sound System 1160000 

Grand Total 68266901 
Say 68270000 

Source : DPR of Construction of Durbar Hall & Personal Branch of Raj Bhavan under Part – I (Untied 
Additional) of SASCI 2024 – 25 by Project Division – I, PWD 
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4.2 Urban Development & Poverty Alleviation (UD&PA): An abstract of Cost for 
construction of one Community Hall at Khatla under UD&PA shown below. 
 

Particulars Amount 
Building Portion  37518000 

TOTAL A 37518000 
Add 27.33% Cost index  10253669 

TOTAL B 47771669 
External Electrification 5% 2388583 
Internal Electrification 12.5% 5971459 

TOTAL C 8360042 
TOTAL D (B+C) 56131711 

Deduct 12% GST on D 6735805 
TOTAL E 49395906 

Add 18% for GST on E 8891263 
TOTAL F 58287169 

Add 3% for Quality Control on F 1748615 
Add 2% for supervision & monitoring on F 1165743 

TOTAL G 61201527 
Say 61200000 

Source : DPR of Construction of Community Hall at Khatla, Aizawl under Part – V (Stimulating Industrial 
Growth) of SASCI 2024 – 25 by UD&PA Dept. 

 
4.3 Rural Development Department: Below is Abstract cost for a project named 

Establishment of New Libraries under Rural Development Department (SASCI) 

ABSTRACT OF COST 

SN. Particulars Nos Amount (in Rs) 
  1 2 3 4 
  1 New Construction : 229 Rs 30,52,54,000.00 
  2 Renovation : 44 Rs 3,96,56,200.00 

Sub – Total : Rs 34,49,10,200.00 

  3 Add 10.7061% for Internal Electrification & Power 
supply connection : Rs 3,69,26,563.00 

  4 3 KVA Power Back up : 
( @ Rs 1,50,117.00 per no ) Rs 4,09,81,941.00 

  5 Procurement : (Table, Computer, etc) 
( @ Rs 4,00,000.00 per Library ) Rs 10,92,00,000.00 

Total : Rs 53,20,18,704.00 

  6 Add 1.50 % for Contingencies : Rs 79,80,281.00 
  7 Add 1.00% for Administrative Cost : Rs 53,20,187.00 
  8 Add 0.50% for Quality Control : Rs 26,60,094.00 
  9 Add 1.00 % for Labour Cess : Rs 38,98,170.00 

Grand – Total : Rs 55,18,77,436.00 

Say : Rs 55,18,77,373.00 
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Source : DPR of Establishment of New Libraries in Mizoram under  SASCI 2023 – 24 by Rural Development  

Department. 
 

4.4 Social Welfare, Tribal Affairs and Women & Child Development 
Department: Abstract cost for construction of Eklavya Model Residential 
School, Bilkhawthlir 

 
Sub 

Head Description Unit Amount Nos. Total Amount 

1 School Building 4,74,73,800.00 1 Rs 4,74,73,800.00 
2 Boys Hostel cum Kitchen Building 3,36,23,200.00 1 Rs 3,36,23,200.00 
3 Girls Hostel cum Kitchen Building 3,35,46,800.00 1 Rs 3,35,46,800.00 
4 Dining Hall Building 91,14,300.00 1 Rs 91,14,300.00 

5 Type-V Quarter (Principal 
Residence) 33,33,000.00 1 Rs 33,33,000.00 

6 Type-2 Quarter Building (5 units) 91,18,900.00 2 Rs 1,82,37,800.00 

7 Type -3 Quarter Building (6 
units) 1,31,89,000.00 2 Rs 2,63,78,000.00 

8 Type-3 Quarter Building (4 units) 96,41,700.00 1 Rs 96,41,700.00 
9 Guest House Building 25,00,000.00 1 Rs 25,00,000.00 

10 Gate & Security cabin 5,52,600.00 1 Rs 5,52,600.00 
11 Fencing 13,47,700.00 1 Rs 13,47,700.00 
12 Approach road 14,56,500.00 1 Rs 14,56,500.00 
13 Internal road 44,80,600.00 1 Rs 44,80,600.00 
14 Playground 34,66,800.00 1 Rs 34,66,800.00 

15 Underground Sump (Drinking 
water) 10,76,200.00 1 Rs 10,76,200.00 

16 Pump House building 4,14,400.00 1 Rs 4,14,400.00 

17 Electric Sub Station office 
building 10,57,600.00 1 Rs 10,57,600.00 

18 Others 2,81,11,800.00 1 Rs 2,81,11,800.00 
 

Sub-Total Rs 22,58,12,800.00 
                                      DEDUCT 1.59% for Cost Index (Kolasib district) : Rs 35,90,423.52 

Total : Rs 22,22,22,376.48 
Add 2% for Administrative cost : Rs 44,44,447.53 

Add 2% for Contingencies : Rs 44,44,447.53 
Add 3% for Consultancy charges : Rs 66,66,671.29 

          Add 1 % for Labour cess : Rs 22,22,223.76 
          Total  : Rs 24,00,00,166.59 
                                                               Rs 24,00,00,000.00 
        (Rupees Twenty Four Crore Only) 

 
Source : DPR for Construction of Eklavya Model Residential School at Bilkhawthlir, Kolasib District under  

Ministry of Tribal Affairs by Social Welfair & Tribal Affairs  Department. 



Page | 11 
 

4.5 Disaster Management and Rehabilitation Department: DPR for Restoration 
of NH 54 & Mitigation of Land Sinking area at Hunthar Veng, Aizawl submitted 
is below. 
 

ABSTRACT OF COST 
Sl 

No. Items of Work No Amount  
(in INR) 

Total Amount  
(in INR) 

A. Preliminary Works    
 

1. 
All types of investigation including 
Topographical survey, Geological, 
Geophysical and Geo-Technical, etc. 

1 3285000.00 3285000.00 

2. 
Preparation of Pre-Feasibility Report 

and DPR 
1 3000000.00 3000000.00 

3. Establishment Expenses 1   215000.00   215000.00 

   Total of A = 6500000.00 

B. Infrastructural Works.    

1. 
Temporary Haulage Roads in Project 

Area 
1   500000.00 500000.00 

2. Temporary Building 1   500000.00 500000.00 

3. Construction of Store 1   500000.00 500000.00 

4. Compensation and welfare measures 1 5000000.00 5000000.00 

5. Training & Environmental Purposes 1 500000.00 500000.00 

C. Civil Construction works  Total of B = 5000000.00 

1. General Items 1 500000.00 500000.00 

2. Site Clearance 1 17633.50 17633.50 

3. Earthworks 1 6382791.000 6382791.00 

4. Bench Formation 1 636109.88 636109.88 

5. Road works 1 274843.43 274843.43 

6. Structures    

6A. Pile foundation  1 54300000.00 54300000.00 

6B Retaining wall 1 4339212.81 4339211.81 

6C Toe wall 1 573166.21 573166.21 

7. Drainage and Protection works    

7A Catch Drain 1 1607207.98 1607207.98 

7B Grade 1 28977780.66 28977780.66 
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7C Right and Left Flank Protection work 1 464466.48 464466.48 
7D Self-Drilling Anchor(SDA) 1 10338188.60 10338188.60 
8 Retaining Wall Downside of NH54 road 1 6877792.15 6877792.15 
9 Construction of Shaft Well/Tube Well 1 2205700.00 2205700.00 

10 Construction of Side Drain 1 1890100.00 1890100.00 

11 Construction of Biak In kawr River 
Training work 1 7641800.00 7641800.00 

12 Construction of Vaivakawn kawr River 
Training work 1 11748800.00 11748800.00 

 Sub Total of C  Sub Total of C = 138775592.70 

 Services : 
    

1 Considering escalation of 10% Interest 
annually for 2 years   167918467.17 

2 Add 2% for EMP training at side and 
contingencies   3358369.34 

3 
Add 2% for Quality and Post 
Monitoring cost including HM 
instruments 

  3358369.34 

4 Add 6% for PCM   10075108.03 

D 
Installation of Instruments and 
Monitoring 
 

 Total of C = 184710313.89 

1 
Installation of Piezometer and 
inclinometer including drilling and 
other preparatory works 

1 2500000.00 2500000.00 

   Total of D = 2500000.00 
Total Estimated Amount (A+B+C+D)  Rs = 198710313.89 
 
Add 5% for GST on (A+B+C+D)   Rs = 9935515.69 

        
     208645829.58 

        Say = 20,86,45,800.00 
 

(Rupees Twenty Crore Eighty Six Lakhs Forty Five Thousand and Eight Hundred ) only 
 

Source : DPR for Restoration of NH54 & Mitigation of Land Sinking Area at Hunthar Veng, Aizawl by Disaster 
Management & Rehabilitation  Department. 

 
 
 
 
 
 
 
 

4.6  Public Health Engineering Department: Table below is an Abstract Cost of 
Buangpui water supply scheme, solar pumping system under NABARD RIDF-
XXX 
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Sl No Items of Work Amount 
1 2 3 
1 Jungle Clearance and Footpath 2,79,271.00 
2 Solar Pumping System all complete 77,65,621.00 
3 RCC Reservoir 31,23,200.00 
4 Renovation of existing civil structure 3,00,000.00 
5 Security Fencing 1,82,720.00 
                                                                        SUB-TOTAL = 1,16,50,812.00 
                                                          Add 3% Contingencies = 3,49,524.00 
                                                                                 TOTAL = 1,20,00,336.00 
                                                                                       SAY = 1,20,00,000.00 
                                       (Rupees one crore twenty lakh) 0nly 

Source : DPR for Buangpui Water Supply Scheme Solar Pumping System (Replacement) under  NABARD 
RIDF-XXX by Public Health Engineering Department. 

 
4.7  School Education Department: Abstract Cost for – (1) Reconstruction of 

Government Chawlhhmun P/S and (2) Reconstruction of Government 
Tinzagina HS Building (under NESIDS) summarized as under 

 
Particulars Amount 

Civil Works  3987270.50 
Add Cost Index 27.33%  1089721.03 

Net    5076991.52 
Add 7.5% for Electrification   380774.36 

Add 6% for GST 304619.49 
Total .5762385.38 

Add 1% labour Cess      57623.85 
Add Contingency 3% 180000.00 

Grand Total 6000009.23 
Say  6000000.00 

(Rupees Sixty lakh only) 
Abstract cost for Reconstruction of Tinzagina HS Building 

Particulars 
 

Amount 

Civil Works 4706552.56 
Add Cost Index 27.33% 1286300.82 

Add 7.5% for Electrification 352991.44 
Total 6345844.82 

Add 1% labour Cess 63458.45 
Add Contingency 3% 210000.00 

Add 6% for GST 380750.69 
Grand Total 7000053.96 

Say 7000000.00 
(Rupees seventy lakh only) 
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Source : DPR for Development of School Buildings in Mizoram under NESIDS by School Education  
Department. 

 
4.8  Power & Electricity Department : Mode of DPR cost estimation is slightly 

different under P & E Department and Cost analysis done by the department is 
as below . 

 
Sl No. Estimate Component 

1. Material Cost (70%)  
(Inclusive of all taxes, duties, and other charges) 

2. 
Execution Cost (24%) 
(Contractor’s profit 10% is deducted from the execution cost, 
when the work is taken up departmentally) 

3. Overhead Charges (5%) 

4. Labour Cess etc (1%) 
 TOTAL is 100% 

Source : DPR Cost Analysis with sample DPR by Power & Electricty  Department. (Annex : VII) 

 

 Note: 

1) Material Cost is the total cost for delivery of goods upto 
destination, inclusive of GST and any other taxes payable for 
the material purchase, unless specifically stated otherwise. 

2) Service taxes- If the work is executed through contractor, tax is 
paid by the contractor for the contract amount, in the form of 
GST. 
On the other hand, when work is executed departmentally, 
there are no taxes levied for services rendered by the 
department personnel for the particular work, as professional 
tax is levied on government servants and paid by them 
annually 
 

Observations: 

The Study Team examined the process adopted by various departments in the 
preparation of Detailed Project Reports (DPRs) for the purpose of obtaining 
expenditure sanction, and the treatment of GST therein. It was observed that while 
certain uniformity exists in the broad structure of DPR preparation across 
departments, there are notable variations in the inclusion and treatment of GST 
components and other related financial provisions. 
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During discussions with departmental representatives, it was reported that the 
Power & Electricity (P&E) Department generally executes most of its works 
departmentally. Consequently, there is no scope for realization of GST from the 
execution cost of such works. Furthermore, it was informed that 10% Contractors’ 
Profit and 1% Labour Cess are normally deducted from the total project cost in 
respect of all departmental works executed by the P&E Department. 

It is evident that there exists a lack of uniformity among departments, 
particularly in the mode of collection or deduction of Labour Cess and calculation of 
GST amounts. Even within the same department, such as the School Education 
Department, different estimation patterns are being followed for similar types of 
projects. 

To address these inconsistencies, it is imperative to adopt a standardized 
model for DPR estimation that ensures transparency, uniformity, and accountability 
across all departments. The adoption of such a model will not only help eliminate the 
possibility of overestimation or excessive provision under specific components such 
as electrification works or contingencies but will also establish a consistent approach 
to tax treatment. Furthermore, a standardized system will minimize variations in GST 
collection practices among departments and thereby enhance overall efficiency, 
accuracy, and compliance in GST realization. 
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5. OPERATIONALISATION	OF	DEDUCTING	
CONTRACTOR’S	PROFIT	WITH	RESPECT	TO	
DEPARTMENTAL	WORKS/PROCUREMENTS 

This issue was included as one of the tasks assigned to the Study Team at the time 
of its constitution. However, it was observed that the matter has already been taken 
up and addressed by the Finance Department, which has issued three Office 
Memoranda on the subject, namely: 

1. Office Memorandum dated 11th June 2025, vide No. G.17018/1/02-
FEC/Pt.(Annex-VIII) 

2. Office Memorandum dated 1st July 2025, vide No. G.17018/1/02-FEC (Annex-
IX) 

3. Office Memorandum dated 26th September 2025, vide No. G.17018/1/02-
FEC(Annex-X) 

It is also noted that follow-up actions are being undertaken by the concerned 
departments in accordance with the directions issued by the Finance Department. In 
view of this, the Study Team considered that no further intervention or additional 
action is presently required, and therefore recommended reliance on the ongoing 
initiatives and monitoring by the Finance Department in this regard. 
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6 STUDY	TEAM		RECOMMENDATIONS 

The Study Team, after studying and analyzing the reports of committed 
liabilities furnished by the Public Works Department (PWD), Public Health 
Engineering Department (PHE), and Power & Electricity Department (P&E), as well as 
examining sample Detailed Project Reports (DPRs) from three Works Departments 
and five Non-Works Departments, deliberated extensively on the findings. 

Based on this analysis, the Study Team decided to make the following 
recommendations, as outlined below. 

6.1 Recommendations on Committed Liabilities and Improvement in GST 
Collection 

The Study Team has formulated the following recommendations aimed at 
addressing the existing accumulated liabilities, minimizing future committed 
liabilities, and improving GST collection across departments. 

6.1.1 Clearance of Existing Committed Liabilities 

The Study Team emphasized the need for a strategic plan and defined timeline 
to clear the substantial committed liabilities accrued in the departments of PWD, P&E, 
and PHE. 

Public Works Department (PWD): 
           The committed liabilities pertaining to the Public Works Department (PWD), 
covering 10 works (8 road projects and 2 building works), have primarily arisen due 
to the revision and downsizing of Expenditure Sanctions after obtaining 
Administrative Approval (AA), as well as shortfalls in fund releases from the SASCI 
Fund of the Government of India. This occurred despite the fact that execution of 
works had already commenced by contractors during 2023–24, leading to 
accumulation of liabilities at the implementation stage. 

Considering the genuineness of these liabilities, the Study Team recommended 
clearance of ₹5.83 crore during the current financial year 2025–26, through additional 
fund allocation, subject to submission of a detailed proposal with proper justification 
by the concerned department. 

(Power & Electricity (P&E) and Public Health Engineering (PHE): 
            The Study Team suggested that the P&E Department’s committed liability of 
₹12.62 crore be cleared within two financial years (2026–27 and 2027–28), on a 
phased and seniority basis. 
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Similarly, the PHE Department’s committed liability of ₹58 crore is also 
suggested to be cleared within three financial years (2026–27, 2027–28, and 2028–
29), following the same approach. 

The Finance Department shall analyze, examine, and prioritize the committed 
liability reports of these two departments and make annual recommendations for 
phased clearance accordingly. 

6.1.2 Procurement and Reporting of Emergency Works 

In cases of emergency procurements of goods or works under maintenance, 
which cannot be met from the existing budgetary location of the financial year the 
concerned Division must obtain prior approval of the Engineer-in-Chief (E-in-C) 
before undertaking such procurement. 

Within 15 days of the goods reaching the destination or completion of works, 
the concerned department must inform the Finance Department in writing about the 
committed liability, enclosing copies of the contract agreement, supply order, or work 
order. 

6.1.3 Adoption of Item Rate Contract Method 

The Item Rate Contract Method shall be uniformly followed for all procurement 
of goods by all Works Departments to ensure standardization, transparency, and cost 
efficiency. 

6.1.4 Strengthening Inventory Management 

Improvement of the inventory management system in each department is 
essential for checking and reducing the incidence of committed liabilities. 

All Works Departments should strictly follow the provisions under the 
Mizoram Public Procurement Rules (MPPR) 2020 and other instructions issued by the 
Finance Department from time to time. 

Goods declared as surplus, obsolete, or unserviceable must be disposed of in 
accordance with the MPPR 2020 and the General Financial Rules (GFR) 2017. 

6.1.5 Capacity Building for GST Collection 

The Taxation Department may organize DDO Sensitization Programmes to 
improve awareness and efficiency in GST collection and compliance among Drawing 
and Disbursing Officers (DDOs). 
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6.1.6 Monitoring of TDS Deductees and Defaulters 

The Taxation Department shall scrupulously monitor TDS deductees who fail 
to take follow-up action. Notices should be served to such defaulters immediately 
upon detection by the system. 

A report of defaulters and return filings shall also be submitted to the Finance 
Department at least on a quarterly basis for review and follow-up action. 

6.1.7 Execution of Works through Contractors 

Execution of works through registered contractors should be encouraged and 
practiced by all departments — both Works and Non-Works Departments. 

Departmental execution of works may be undertaken only in exceptional cases, 
where it is justified by the nature or urgency of the situation. 

6.1.8 Intimation of Work/Supply Orders to Taxation Department 

Whenever Departments issue work or supply orders, a copy of the contract 
agreement or Letter of Award must be forwarded to the Commissioner of State Tax, 
indicating the GSTIN and name of the Contractor/Supplier to ensure proper 
monitoring and compliance with GST provisions. 

 
6.2  Recommendations on DPR Cost Estimation Model 

Having a uniform practice in DPR cost estimation is highly desirable, 
particularly in relation to the mode of deduction of labour cess and the calculation of 
GST amounts. Such uniformity will ensure greater transparency and help eliminate 
the possibility of over-estimation or excessive provisioning under specific work items 
or departmental provisions and contingencies. 

The study team recommended the adoption of the DPR Cost Estimation Model 
outlined below. This model shall be used for all works projects undertaken by the 
Public Works Department (PWD) and other Non-Works departments, and is also 
expected to be followed by the Public Health Engineering (PHE) Department for the 
execution of their works. 
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Model Project Cost Estimation 

Step 1:   Works (cost of works as per PWD SOR)    XXXXX 

 (Detailed estimates to be prepared for electrification works, sanitary & 
plumbings. Percentage(%) shall not be charged for these items of 
expenditure) 

Step 2:   Add or Minus (Adjustment – Cost index applicable if any) XXXXX 

  TOTAL OF A        XXXXX 

Step 3:  Deduct (12%) GST       XXXXX 

  TOTAL OF B (Total of A – Step 3)     XXXXX 

Step 4:   Add Preliminary Charges (as may be required for the project, only) 

   Survey & investigation charges     XXXXX 

Design & drawing charges      XXXXX 

TOTAL OF C (Total of B + Step 4)     XXXXX 

Step 5:   Apply GST (18% or rate applicable)             
XXXXX 

 GST percentage applied on Total C, as per applicable schedule  
(e.g. 12% or 18% depending on work category) 

Step 6:   Add Departmental Provisions     XXXXX 

 Quality control charges (1%) 
 Contingency provision (3% (of Total of C), for above 1crore & 5% (of Total 

of C) for below 1 crore project) 

Step 7:  TOTAL PROJECT COST       

 (Total of C + Step 5 + Step 6)      XXXXX 
Note:   
(1) Labour Cess should not be included in the project cost estimation, however 
Labour cess of 1% is calculated on the construction cost excluding GST & 
departmental provisions ( from Total of C above) and this 1% will be deducted 
by the employer/contractee at the time of payment to the contractor.  

(2) TDS  under GST law shall be deducted as per the provision of Section 51 of 
the GST Act, 2017 (TDS Illustration prepared by Jt. Commissioner of State Tax at 
Annex-XI). 
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TDS illustration : 
 

Gross Contract Amount x Rate of Tax (18%) 
 

                                 100 + Rate of Tax (18%) 
 
      Eg.   1,00,000 x 18      =  15,254.23 
                              100 +18 
 

Gross contract amount -  Tax amount = Taxable amount 
 
1,00,000 – 15,254  =  84,746/- (Taxable amount) 
 
TDS from taxable amount. 
 
Taxable amount  x Rate of Tax  =  TDS amount  
                        100 
 
           84,746 x 18   =  15,254 /- 
                   100 
 
 
Explanation :  For the purpose of deduction of tax  at source specified above, 
the Value of Supply / works Contract shall be taken as the amount 
excluding the central tax, State tax and cess in the invoice. 

(3) In the case of the P&E Department, the Department Schedule of Rates (SOR) 2025 
needs to be updated. The department will aim to align with any approved model DPR 
estimation method starting from the next financial year. In the interim, the existing 
procedure will continue to be followed, with a clear segregation between procurement of 
materials and civil works. 

(4) With regard to TDS deduction and other related provisions, the Finance Department 
will issue separate instructions, which shall be duly complied with by all concerned 
departments. 
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6.3  Recommendations for Revision of MPWD SOR 2019 

The Study Team also recommended the revision of MPWD SOR 2019, and the 
initiation of the revision process, through the constitution of a committee comprising 
representatives from the Public Works Department (PWD), Economics & Statistics 
Department, Taxation Department, Finance Department. The committee will be 
responsible for reviewing the existing SOR and proposing necessary updates to reflect 
current market rates, standards, and implementation practices. 

It is further suggested that, while framing the detailed overall estimates for building 
works, the detailed estimates for electrification, sanitary, and plumbing works shall 
also be incorporated. This approach will facilitate the discontinuation of the existing 
practice of applying lump-sum percentage charges for these components in future 
project estimations. 
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