No.UU/POL/19
Government of India
Central Vigilance Commission

Bikaner House, Ist Floor,
New Delhi, 8 Oct., 1997

OFFICE MEMORANDUM

To

All Chief Vigilance Officers/PSUs
Sub: Grant of interest free mobilization advance.
Sir,

It has come to the notice of this Commission that PSUs are stipulating
payment of interest free mobilization advance in their tenders. Many times
mobilization advance is allowed after acceptance of tender also. The amount of
mobilization advance thus paid to the contractor is prone to be used by him for
building his own capital or for the purpose other than the one for which it is
disbursed. For big projects mobilization advance of 5 to 10% stipulated in the
contract works out to a huge amount and the contractor is likely to be benefited
with interest free amount to a very big extent. Normally while preparing
justification, elements of gain in terms of interest on capital investment by way of
mobilization advance is also not considered and thus the contractor gets higher
rates than that may be justified. In case there is a delay in commencement of
work the contractor is likely to get undue benefit by way of retention of huge
money.

2. It is, therefore, desired that adequate steps may be taken to ensure
stipulation of mobilization advance only for selected works and advance should
be interest bearing so that contractor does not draw undue benefit. Timely
execution/completion of all projects is an essential requirement and the
contractor would like to draw interest bearing mobilization advance only when he
needs to maintain his cash flow.

Sd/-
(P.K.Gopinath)
Director



