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Regional Training Institute, Kolkata was declared as Knowledge Centre for Rail-

way Audit in August 2012. As a part of our pursuit towards excellence in training in our as-

signed areas of ‘Railway Audit’, we attempt to bring out series of interesting cases of frauds / 

deviation from rules and regulation etc. as reported and reflected in the Railway Audit Re-

ports of C&AG / Inspection Reports of individuals Railway Audit Office, in the form of case 

studies. In preparing the instant case study, the models adopted by INTOSAI and some other 

business schools have been followed. 

The case study “Loss due to injudicious implementation of Terminal Incentive 

cum Engine on Load Scheme” has been prepared based on the Draft Paragraph issued by Prin-

cipal Director of Audit, South Eastern Railway, Kolkata. 

I hope that the readers would benefit from this .The suggestion, if any, are wel-

come and would help us in future. 

 

RTI, Kolkata                                                                                                                     Arabinda Das 

May 2013                                                                                                                    Principal Director 
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Loss due to injudicious implementation of Terminal Incentive cum Engine on Load 

Scheme. 

1. Background 

The Railway Board introduced the Terminal Incentive cum Engine on Load Scheme 

(TIELS) in April 2006. The objective of the scheme was to achieve better turnaround of the rolling stock 

which was scarce in supply. The Railways, as per plan of the scheme, in turn, would continue to retain 

the engine attached to the incoming rakes under Engine on Load (EOL) system without levying any 

charge on the parties. The idea was to release the rakes immediately after completion of the loading/

unloading by the customers within the revised free time out of the terminals/goods sheds. The 

scheme envisaged an incentive in the form of freight rebate at a fixed percentage to be allowed to the 

owners/users of the siding/terminals/goods sheds for 10 years. This is because they were considered 

active partners in the scheme of reducing the aggregate detention period of rolling stock by the way of 

development of adequate infrastructure in the sidings/terminals owned by them, by providing 24 

hours loading and unloading facility as well as by completion of loading/unloading process within the 

reduced free time. 

The Railway Board in March 2006 instructed to GM of all Zonal Railway to work out a 

cost benefit analysis for evaluation of the scheme and intimate the results in the form of feed back to 

the Board. 

2. Environment 

Agreements for ten years were executed between a Zonal Railway and the customers 

(private siding owners) for implementation of TIEL Scheme and freight rebate (2%) was allowed ac-

cordingly. The agreements did not contain any clause to exercise an interim review about the efficacy 

of the scheme while the agreements were in operation. This ultimately led to the situation where 

Loaded Rakes were found detained in the sidings/terminals well after completion of loading/unloading 

by the customers as Zonal Railway Authority, owing to their perennial problems of scarcity of engines, 

could not provide engines in time for the purpose of clearance of the loaded/unloaded rakes from the 

spots. Hence, Railway Administration failed to reap the benefits of better turnaround of the wagons by 

eliminating avoidable detention period, as envisaged in the scheme. There was a loss of earnings of 

`6.04 crore for allowing unnecessary incentive of freight rebate to customers. There was a further no-

tional loss of `10.85 crore towards unutilized earning capacity of the loaded wagons detained beyond 

required time on Railways’ account. 
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3. Opportunity to Prevent irregularity 

i) Railway Administration could avoid the loss of earnings by putting the system in opera-

tion to ensure releasing the rakes immediately after completion of the loading/unloading by the cus-

tomers within the revised free time. 

ii) As directed by board, had the Zonal Railway worked out a cost benefit analysis for 

evaluation of the scheme and sent the feed back to the Board in time, the scheme where it was difficult 

for implementation due to adverse condition might not have been implemented. 

iii) Railway Administration could avoid the accumulated loss of earnings had there been 

any scope for revisiting the obligation arising out of agreement during the validity period of the said 

agreements. 

4. Act of loss of revenue 

i) The Railway Administration’s injudicious decision for implementation of TIEL Scheme in the 

prevailing adverse condition had resulted in avoidable loss of earnings of `6.04 crore for allowing in-

centive of freight rebate to customers. 

ii) Moreover, failure on the part of the Railway Administration to translate the reduction in 

earnings by the way of rebate on freight into a productive opportunity by better turn around of the roll-

ing stock added further loss of `10.85 crore towards unutilized earning capacity of the loaded wagons 

detained beyond free time. 

5. Opportunity to detect and proving irregularity 

Red Flag Indicators 

a) In course of checking the Railway. Receipts (RR), it was noticed that TIEL Scheme was in oper-

ation in the siding by allowing 2% freight rebate to the siding owners for completion of loading by them 

within the stipulated free time. 

b) It was, however, physically observed that the engines did not remain attached to the rakes 

which was the necessary condition of the scheme to save the time and to facilitate the better turna-

round of the rakes and found that engines engaged for taking out the empty rakes from the sidings 

were not always necessarily the same engines which had actually brought the rakes into the sidings. 

Hence, detachment of the engines from the rakes violated and defeated the basic principle of TIEL 

Scheme. 

c) It was further physically observed that loaded rakes were detained in the sidings for hours to-

gether after completion of loading by the customers within the free time. 

Follow up of Red flag: 

Audit Examination and evidence collection. 

a) Acting on these red flag indicators, the audit party conducted the scrutiny of RRs and it was re-
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vealed that agreements were executed with the customers and freight rebate (2%) was allowed 

on RR accordingly. 

b) On scrutiny of Detention Register, it was revealed that in 632 cases (during November2007 to July 

2009), loaded rakes were detained after completion of loading by the customers within the free 

time. 

c) It was assessed by the audit party that Railway Administration had suffered a loss of earnings of   

` 6.04 crore for allowing incentive of freight rebate to customers during 2007-08 to 2010-11 alt-

hough no financial benefit was accrued to railway authority out of the scheme. 

d) In course of detailed scrutiny of detention register, it was found that there was an opportunity 

cost of ` 10.85 crore towards earning capacity of the loaded wagons detained beyond free time 

on Railway account in the same period. 

6. Lessons Learnt 

a) The Railway Administration’s injudicious decision for implementation of TIEL Scheme in the 

prevailing adverse condition had resulted in avoidable loss of earnings of ` 6.04 crore for allowing incen-

tive of freight rebate to customers during 2007-08 to 2010-11. 

b) Moreover, failure of the Railway Administration to translate the reduction in earnings into a 

productive opportunity by better turn around of the rolling stock caused further notional loss of ` 10.85 

crore towards earning capacity of the loaded wagons detained beyond free time on Railway account in 

the same period. 

c) The Zonal Railway neither worked out the cost benefit analysis for evaluation of the scheme 

as directed by the Board nor informed the Board about the constraint of the ground realities in imple-

menting the scheme for further advice. 

d) There should be a provision to revisit the obligation arising out of agreement during the validi-

ty period of the said agreement. 

Enclosure for reference 

1. Note of objection dated 22.09.2009 issued to the Railway Admn. 

2. Copy of reply of Railway Administration on Inspection Report. 

3. Copy of the Draft Paragraph issued to Railway Administration. 

4. Railway Board’s letter dated 06.03.2006 on the guidelines and instructions of TIEL Scheme. 
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