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Preface

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.

| 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.

¢) 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.

&

Railway Board’s letter dated 06.03.2006 on the guidelines and instructions of TIEL Scheme.
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0, Office of the Principal Director of Audit
* ‘ South Eastern Railway: Garden Reach
= T ’ Kolkata — 700 043.

No. TA/SER/ 2-26/Jaroli(G)/ Spl: Lxr./ 2009-10/

To "

1) I'he IFinancial Adviser &

Chiel” Accounts Officer/

South Eastern Railway,

Garden Reach. :

Kolksta - 700 043 ' .

2) The Chief Commercial Manager, ; E
South Eastern Railway, = =
14, Strand Road,

Koikata - 700 001

Su,

Dated:

-09-2009.

A note of objection regarding “Detention of loaded rakes under ‘Terminal Incentive

cum Engine on Load Scheme’ resulted in consequential loss of Rs.681.18 lakh by the railway.” is

encloscd.

given in note of obj ection may kindly be 'coﬁlmunicatéd within four weeks of receipt of this letter..

Enclo: As stated above.

= Yours faithfully,

Ne. TA/SER/ 2-26/Jaroli(G)/ Spl. Lr./2009-10/ 3 S'O 4
s T opy forwarded for mformanon and necessary action t@ -

\)/)41 Audit Ofﬁcer/Report/S E.Railway/Garden Reach
2) Sr, Audit Ofﬁcer/Co—Ord/ S.E.Rallway/Garden Reach.

It is requested that the remarks of the Railway Admn. as regards the facts and figures

- Dy. Director/TA
Dated: }7\&09—2009.

sd}—

11

i ’t O
ST. Audu Ofﬁcerﬂi/%‘t?&mc. )




Case Study R

/7 ‘ , K- €U kD — @ @@

Fa : Note of Objection

.
;&‘r

Surb_.:: Detention of loaded rakes under “Terminal Incentive
=~ " cum Engine on Load Scheme” resulted in
- consequential loss of Rs.681.18 lakh.

In order to iﬁ'nireve’the utilization 5f rolling stocks and help the customers in
prompt clearance- of freight trains from the siding/terminals, a new_ scheme called “Terminal
Incentlve cum Engme on Load Scheme (TIELS)” was formulated and mtroduced by Rly.Bd's vide
letter No. 2005/T C (FM)/1/8 ‘dated 6.03.2006 (FREIGHT MARKETING CIRCULAR NO. 9 OF 2006)

 with effect from 1.04.2006.

. - . According to the scheme, financial incentive would be given to such freight

| customers who help to reduce terminal detentions through-one or mote of the following means:-

(a) Investment in or augmentation of infrastructure for mechanized loading and unloading such as
increase in number of pay-loaders, tipplers, in motion weigh bridges, loading chutes etc.

A(b) Invest i in yard layout of their srdlngs
(c) lntroduce round the clock workmg in termmals to save detentlon to wagons

(d) Increase in number of Iabourers

Direct beﬁefits accruing to freight customers would be as follows: ’ E

(a) Freight rebate as stipulated for a perlod of 10 years :

(b) Utlhzatlon of railway Ioco dunng the duration of free tlme without paymg englne hire charges. -

WL

Customers who agree'to switch over to TIELS working and Ioad/u‘nle’ad their-rakes within the limits
prescribed for EOL timings would be eligible for incentives as detailed below.

: (u) The mcentive would be worked ‘out for all rakes handled at the terminal for the type of traffic -
which has gone on to TIELS ‘working. ’ :
(i) It would be given as a percentage rebate in frelght charges.
(IV) he customer would be ellglble for the above rebate fora total penod of 10 years. :

UL VR

[t

i
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the part of railways and had suffered a loss of ear_nmgs to the tune of Rs.249.88 lakh.

f{ww&m_-‘ -

K- G\i) kDR ' e @ -
Thp scheme was designed w1th the view of benefit to both the customers availing the scheme and é [

th' / 3xlways itself. Customers z are benefited with a rebate allowed on frelght and the railways in the -

form of improved turn round of rolling stocks..

The scheme also stipulates a Jxmlt for levy of penalty charges and demurrage charges

P

It thus follows that lower is the detention of rakes/engtne after the loading/unloading higher is the
wagvon/rake's utilization. As the railways on their part are committed to keep the engine on load
during the loading/unloading operations, detention is to be reduced to match the amount of
incentive in the form.of freight rebate with the railway’s benefit in terms of reduced detention of.

rolling stock.

~ A review of records in the iGpods sh'ed/JaroIi, revealed that in_many cases ac,shown,in the
- - statement enclosed the consignors'having opted for the scheme, had loaded full rakes within the ;

free time. However after the Ioadmg was complete the rakes those should have been drawn out

.- without delay, to denve the targeted benefi t ‘were detalned for hours, because of the reasons onj S

ln addition since-the conS|gnors completed Ioadrng W|th|n the stlpulated free tlme frelght rebate o -
the tune of Rs.431.30 Iakh‘as per the provrsrons in the scheme ‘and agreements was allowed To -
the conS|gnors - . ] . S ’ s ;

As such due to consxderable detentlon of the rolhng stocks from the time of completron of Icadlng'_

. to the hme of drawn out, Raxlways falled to derive the benefit of the scheme by i lmprovmg the turn -

round of its rolling stocks and suffe_red a loss -of Rs.681.18 lakh by way of loss in earnings and

payment.of rebate to the consignors.

[ T RS T

= | S T
4 _ _ Dy.Director/TA
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S. ]1 R éjlway

The Sy Aucht 0ﬂ10e1 (T A) e L
SER‘aﬂway G‘{C Lama =

No: S/Audit /PLI/B SPX/8/09/

hcld in Aug 09 -'

A copy of Sv

herewfih for yom mfmmati’

. In view of the fa‘_ '

cloane a&wce on the subuzci

Biek As ésog;e,_.
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SOUTH EASTERN RAILWAY -
: Office of the
Sr. Divl. Opfns. Manager
" Chakraghharpur

No:T.40/Audit. /MIELS/3 PYNG Dated 14092010

To
The Chief Optns Manager (Spl ),

S.ERly., Garden Reacl

Your oﬁice Je’(“

KOLKATA - 43 -
(ub Loss of Rs 22 LE Lokh by 1h Raxlwcy iowords frelghf ond rebcn‘e on _'
defenhon v o% ‘es beccus .» of detachment of Engine. wolohon of 1he
provmons undor the scher o ﬂELS” E
Ref- rNo MC P/62/55/Aud1t ch‘d 05 01 2010

Wﬁh refere nce 1"“ it
below for klnd peru

- 'TILES :_‘sche_me the trcnn engl,
the s‘dmg /goods shed ‘and wait on -
dmely oﬁer A loadlng/unloodmg

: 1 0 As nghﬁy po:n.ed (o)
cvoﬂoble durmg fort

It mc:ny be no d es are benng ongina
‘simicrly, proporfio 1 piy roke cre being pph d

-
g bo«ntsforfhep rposéof o dnng' ;

30 Iy

g, _ )
rative sfa’fements of ongmcmx :

Keepng the
" 00&09 8:2009-10 (Apr-JaF; are op_

lncreosed
vis loco holdmg {electic) for
below

Months .

a.o-

“Nos ofrake [1oco
: ongxnd’nng

ARR
CINAY
JUNE :

e R L
T AGUST

T SEPEIEMBER | -

= OCTOBER 6T

T NOVEMBER

| DECEWABER .

T JANUARY

Gonid. PI2
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ing fuctors ore olso cons

n o\)cﬂoble during looding
s per dnrec’non/lood

0 Aport from the obo
trom engme to remai
(o) Non—ovcnlabsrfy of

(b) Locohon ot sidin ocding_pmts over DPS c:red
ra kes are bemg orsgmoted : close V\Clnl‘IY

i) Topogrop..
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SOUTH EASTERN RAILWAY
Loss due to injudicious implementation of Terminal Incentive cum Engine on Load @

Scheme

Railway Administration’s injudicious decision to implement TIEL Scheme with
deficiencies resulted in avoidable loss of earnings of ¥6.04 crore for allowing freight
rebate and loss of earning capacity of the detained wagons to the tune of X 10.85 crore

(The Railway Board introduced the Terminal Incentive cum Engine on Load Scheme
(TIELS) in April 2006} The Scheme would be applicable to the existing private sidings and
terminals notified for charging freight on ‘through distance basis’ and the good sheds having
facility of handling a block rake in a single placement. (An incentive in the nature of freight
rebate at a fixed percentage was to be allowed for 10 years to the owners/users of the
siding/terminals/good sheds who would help to reduce detention of rolling stock by
development of infrastructure of the sidings/terminals as well as completion of
loading/unloading process within the reduced free time) However, the scheme stipulated a
deterrent in the form of levy of penalty, demurrage charges and withdrawal of freight rebate if
the customers failed to complete loading/unloading within the stipulated time. The intended
beneficiaries were required to execute an agreement valid for 10 years with the Railway for this
purpose.

{In order to achieve better turnaround of the rolling stock out of the Scheme, the
Railways in turn would continue to retain the engine attached with the incoming rakes under
Engine on Load (EOL) system without levying any charge on the parties so that the rakes
released immediately after completion of the loading/unloading by the customers within the
revised free time would be moved out of the terminals/good sheds) The zonal railway
administration were to provide feedback in implementation of the above scheme to the Railway
Board.

J A review of records related to the Scheme at Jaroli, Barbil and Banspani Good Sheds
in Chakradharpur Division revealed that agreements were executed with the customers and
freight rebate (2%) was allowed accordingly. However, in 632 cases during November 2007 to
July 2009, loaded rakes were detained after completion of loading by the customer within the
free time that indicated engines bringing the empty rakes were not stable along with the rakes.

Hence, detachment of the engines from the rakes violating EOL system vitiated the
cardinal principle of the Scheme, as the Railway Administration failed to capitalize the benefit
of better turn round of the wagons, by eliminating avoidable detention, commensurate with the

incentive allowed to the customers for completion of loading within the reduced free time.

17
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The matter of loss of earning capacity to the tune of X 2.68 crore of the loaded wagons
detained ranging from 1 hr 25 minutes to 40 hrs beyond free time for detachment of engines, as
assessed in audit, despite less earning for simultaneous freight rebate of T 4.48 crore allowed to
the customers during the aforesaid period was taken up with the Railway Administration (June,
September 2009). (In admitting the fact of detachment of engines from the empty rakes the
Railway Administration stated (October 2010) that in Chakradharpur Division, availability of
locos was not commensurate with the originating loading and other requirements like provision
of banking engine etc. for which locos were ordered to clear the rakes on priority and it was not
always feasible to keep a loco waiting for clearance of a rake under TIEL Scheme)The Railway
Administration thus concluded that the loss because of detachment of engines in violation of
the provision of the Scheme, as stated in audit, was hypothetical and not based on factual

position.

The contention of the Railway Administration is not tenable since the feasibility of
the implementation of the Scheme at those good sheds in the interest of the Railways’ intended
benefits should have been assessed for a judicious decision in the backdrop of unfavdurable
situation of availability of sufficient locos. The records available to audit did not suggest that
the Railway Administration had ever informed the Railway Board about the constraint of the
ground realities in implementing the Scheme for further advice. The reply of the Railway
Administration also did not indicate any remedial action to improve the situation in the near
future. »

Thus, the Railway Administration’s injudicious decision for implementation of the
TIEL Scheme in the prevailing adverse condition had resulted in avoidable loss of earnings of
%6.04 crore for allowing incentive of freight rebate to the customers during 2007-08 to 2010-
11(after updating). Moreover, failure of the Railway Administration to translate the reduction
in earnings into a productive ingredient by better turnaround of the rolling stock due to
deficiencies in organizing the Scheme added further loss of ¥ 10.85 crore towards earning
capacity of the loaded wagons detained beyond free time in the corresponding period. The
overall loss would only accumulate during the operation of the Scheme (ten years) since the
Railway Administration would have little scope to revisit the agreemental obligation during this

period.
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/ ' : £y S FREIGHT MARKETING CIRCULAR NO. 9 OF 2006

- {H®if °[®Ed® GOVERNMENT OF INDIA
®t "jtket MINISTRY OF RAILWAYS
(%'t o RAILWAY BOARD )

e s i g e Ay ~ O I de bel) — 110:001, il
No.2005/TC(FM)/1/8 = _Rail Bhavan. New Delhi — 110 001. dated 6.03.2006

The General Managers, : -5l

1. Central Railway. Mumbai (CSTM). Eastern Railway. Kolkata.

2

3. East Central Railway. Hazipur. 4 East Coast Railway. Bhubaneswar
5. . Northem Railway. New Delhi. 4 6. North Central Rly.. Allahabad.
7. North Eastern Railway. Gorakhpur. 8. ‘Northeast Frontier Rly.. Maligaon.
9.~ North Western Railway, Jaipur. 10.  Southern Railway. Chennai.
1. South Central Rly., Secunderabad. 12.  South Eastern Railvtgay. Kolkata.
13.  South East Central Rly. Bilaspur. 14.  South Western Railway/Hubli.
15.  Western Railway. Mumbai. : © 16.  West Central Rly.. Jabalpur.

vSub: " Terminal Incentive cum Engine on Load Scheme (TIELS).

A new Terminal Incentive cum Engine on Load Scheme has been formulated, details
.~ of which are enclosed herewith. The earlier Engine on Load Scheme issued vide Board’ s
& ‘lettel No. TC-1/94/214/9/Vol.ll dated 18.03. ’7005 stands superceded. ‘

« Implementation of the above scheme should be through a mechanism “EOL
Benefit/Terminal Incentive Scheme Benefit Bank” for purposes of keeping an accountal of
_payments made as also reduction in wagon detentions in terms of rake-hours so that a cost
benefit anal ysis would be available for evaluation of the scheme. Details of the mechanism
are bemg worked out and will be clrculated to zonal railways in due course.

You are requested to gwe wxde publicity to the scheme.

“The above instruction will come into effect from 1.04.2006."

FoHow up action and feed back of the scheme may be intimated to Board’s office.
“This issues with the concurrence of Fmance Directorate of Mm:stry of Railways.

Please acknowledge recexpt :
D.A. as above.
(Miss. S.R. Sett)

Joint Director freight Marketing

2/

"Page 1of 7
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