
Rates Circular No. 98  of 2006 

(Corrigendum to Rates Circular No.44 of 2006) 

 

Government of India (Bharat Sarkar) 

Ministry of Railways (Rail Mantralaya) 

Railway Board 

 

No.TCR/1078/2006/8 

      New Delhi, dated   21.11.2006 

The General Managers, 

All Indian Railways. 

 

 Sub: Freight Incentive Schemes:  Long Term Special Incentive Scheme.          

  

 Ref:  Board’s letter of even number dated 19.05.2006 

                     (Rate Circular No 44 of 2006) 

 

Following changes may be made in Board’s letter No TCR/1078/2006/4 dated 

19.05.2006 (Rate Circular No 44 of 2006). 

    

       I    After the first Para, following may be added.        

 

Objective:  These concessions would be granted if circumstances so 

warrant with the objective of sustaining as well as increasing the rail borne 

traffic of a customer. The Zonal Railways should utilize this scheme 

depending upon the merit of the case with the sole objective of getting 

substantial traffic and resultant additional earnings vis-à-vis concessions 

offered. Flexibility has been built to enable framing suitable marketing 

strategies under widely varying circumstances.                                

 

II Existing condition mentioned in Rates Circular 44 (under the “Condition” clause 

on page 2) shall be deleted and following conditions shall be added.   

                 

(a) Concession under this scheme can be given for a period up to three years 

and, therefore, can also be given for a minimum period of one year. 

 

In cases where concession has been granted for more than one year 

based on the commitment of the net freight earning and the 

corresponding concession in each year, the scheme shall be operated for 

each year separately independent of the performance in preceding / 

following year. 

 

The earning performance should be measured against the targets fixed 

for the concerned year at the time of initial notification of concession. 

The  commitment of net freight earning in each year is required to be 



equal to or higher than the corresponding commitment in the previous 

year. 

 

To illustrate, a customer commits to give net freight earning of Rs 70 

crore in first year. In the subsequent years, the commitment of net 

freight earning  can not be less than Rs 70 crore. Now, say, the target for 

1
st
 year and 2

nd
 year has been fixed at Rs 70 crore and Rs 75 crore 

respectively. If the customer gives net freight earning of Rs 90 crore in 

the 1
st
 year, the target of 2

nd
 year will continue to remain at Rs 75 crore. 

However, if the customer does not give net freight earning of Rs 70 

crore in the 1
st
 year, he will not get concession in the 1

st
 year. But he will 

continue to be eligible for availing concession in 2
nd

 year as per the 

target for the 2
nd

 year. 

 

(b) Eligibility in terms of Freight earnings of Rs 50 Crore in any year (12 

months period) of contractual period will be decided based on the total 

net Freight committed by a customer and will exclude all sorts of 

concession/ discount. For Example, if the gross freight committed by a 

customer is Rs. 53 Crore for a particular year (12 months period), the 

concession mentioned in clause (i) of Benefit shall be granted in such a 

manner that the net freight earning from the customer after deducting 

concessions/rebate etc is not less than Rs. 50 Crore in that year of the 

contractual period.  

 

In case, the net freight earning committed by customer in any year of 

contractual period is less than Rs. 50 Crore, concession can be given 

only under clause (ii) of Benefit mentioned in the scheme.    

 

(c) Total committed earnings of a specific customer from one or more 

terminals in the same zone may be taken into account to determine 

whether he fulfills the criterion of net freight earnings of Rs 50 Crore. 

                                 

(d) Net freight earning from only outward traffic of all commodities shall be 

reckoned for determining earning as well as for the purpose of grant of 

any freight concession. Inward traffic shall not be considered for the 

above purpose.                          
                                   

(e) Freight concession can be given either on incremental or entire traffic 

offered by customer depending on the situation, with the purpose of 

maximizing net earnings and increasing rail co-efficient. Such 

concessions can be given either at a suitable uniform rate for the entire 

period or at graded (differential) rates. The graded rates could be on the 

basis of quantum of traffic, periods of the contract or any other 

parameter considered suitable singly or in combination. However, 

concession on entire volume of traffic should only be given only in 



exceptional circumstances where such incentives are considered 

justified.  

 

(f) If the tariff rate changes after the finalization of the concession and issue 

of notification, the freight earnings target shall be modified as under: 

 

       i) If the tariff rate decreases, there will be no change in freight earning    

targets. 

       ii) If the tariff rate increases, the freight earning target shall be revised 

using following formula. 

      

    Original Freight Earning Target   X    Revised Tariff Rate 

Original Tariff Rate 

This condition should be suitably incorporated in the notification/ 

agreement. 

 

(g) A customer can avail of incentives under more than one Scheme (Long 

Term Special Incentive Scheme, Incentive Scheme for Incremental 

traffic, Loyalty Scheme and Traditional Empty Flow Direction Scheme 

or any other such scheme).  However, conditions for each scheme will 

have to be separately fulfilled. For instance, a customer offering a 

commitment of total net freight earning of Rs 70 Crores (exclusive of all 

freight concessions) may choose to offer traffic equivalent to net earning 

of Rs 50 Crore to be considered under Long Term Special Incentive 

Scheme and the remaining traffic under Incentive Scheme for 

Incremental Traffic. In order to be eligible for consideration for 

concessions under clause (i) of Benefit as mentioned in this scheme, the 

customer will have to offer a commitment of net freight earning of at 

least Rs 50 Crore in twelve month period exclusively for this scheme. In 

no case, the same volume of originating traffic will avail concessions 

under more than one scheme unless and until such concurrent 

benefit has been permitted specifically vide para on concurrency 

indicated earlier. 

                      

(h) In case of rebate, refund will be calculated & granted after end of every 

12 months of the contractual period.                                                         

 

(i) These concessions would be subject to the condition that the 

discounted/rebated freight rates would not be lower than Class LR1 in 

Lean Season and Class 100 in the Busy Season. 

 

(j) For the purpose of reckoning fulfillment of target under this scheme, 

loading and freight earning will deemed to have been accrued if the 

empties (wagons) have been placed against indents for free destinations  

before the completion of the contractual period, subject to the condition 



that such wagons are actually loaded without any forfeiture or 

cancellation. 

         

III Existing formulation mentioned in Rates Circular 44 (under the “Benefit” clause 

on page 2) shall be replaced with the following. 

 

Freight concession in accordance with following scales can be granted to 

customers subject to fulfillment of customers’ commitment regarding freight. 

 

(i) For customer who commits to give net freight earning of more than Rs 50 

Crore in each year (12months period)  of the contractual period 

                                    

      Discount/rebate in freight rates may be granted up to 10% in the Busy Season 

and up to 20% in Lean Season for durations up to 3 years.  

                                      

 (ii)  All other customers including new customers   

      Discount/rebate in freight rates may be granted up to 5% in the Busy Season 

and up to 10% in Lean Season for durations up to 3 years.                                     

                              

           These instructions will come into force w.e.f.  21.11. 2006.  

           

           Revised Long Term Special Incentive Scheme is enclosed as Annexure-I.  

 

           This issue with the concurrence of Finance Directorate of Railway Board. 

 

 
(N.K.Parsuramka) 

 Director, Traffic Comml. (Rates) 

Railway Board. 

No.TCR/1078/2006/8 

New Delhi, Dated:   21.11. 2006 

FA & CAOs, All Indian Railways 

Dy. C&AG(Rlys), Room No.222, Rail Bhavan, New Delhi with 6 spare copies. 

 

 

for Financial Commissioner(Railways) 
 

No.TCR/1078/2006/8 

New Delhi, dated:     21 .11.2006 

 

1. The Chief Commercial Managers, All Indian Railways. 

2. The Chief Operating Managers, All Indian Railways. 

3. MD, CRIS, Chanakya Puri, New Delhi-23 

4. The Chief Administrative Officer, FOIS, Northern  Railway, Camp:       CRIS, Chanakya 

Puri, New Delhi-23. 

5. Managing Director, Konkan Railway Corporation, Belapur Bhavan,    Sector-11, CBD 

Belapur, New Mumbai-400614. 



6. Director General, Railway Staff College, Vadodara. 

7. GS/IRCA, New Delhi for information and necessary action. 

8. The Director, Institute of Rail Transport Management, Campus: Hardoi  

       Bye Pass Road, Village & Post Office, Kanausi, Manaknagar,      Lucknow. 

9. Secretary, Railway Rates Tribunal, 5, Dr. P.V.Cherian Crecent Road, Egmore, Chennai – 

600105. 

10. Chief Commissioner of Railway Safety, Lucknow. 

 
(N.K.Parsuramka) 

Director, Traffic Commercial(R) 

Railway Board. 

Copy to :-     CRB, FC, MT, 

                     Adv(C), Adv(T), Adv.(F), Adv(Vig.),Adv(Safety) 

EDTC(R), EDFM, EDPG, EDPM, EDTT(M), EDTT(S), EDTT(F), EDF(C&RM), EDV(T), 

ED(C&IS), ED(Plg),ED(PP), ED(T&C), ED(S&E).  

                     DTT(G),DTT(POL),DF(C), JDFM, DDTC(R). 

                         TC-I, TC-IV, TT-II, TT-III, TC(CR), TC(FM), Stat-II, Stat(CA),Stat(Econ) & FC branches of 

Railway Board. 

 

 

 

 

 

 

 

 



Annexure-I 

 Long Term Special Incentive Schemes: 

 

In special cases, concession by way of discount or rebate may be granted for periods up 

to 3 years in accordance with the following: 

 

Objective:     These concessions would be granted if circumstances so warrant with the 

objective of sustaining as well as increasing the rail borne traffic of a 

customer. The Zonal Railways should utilize this scheme depending upon the 

merit of the case with the sole objective of getting substantial traffic and 

resultant additional earnings vis-à-vis concessions offered. Flexibility has been 

built to enable framing suitable marketing strategies under widely varying 

circumstances.                                 

 

Applicability:    All Customers.   

 

Exclusion:       Coal (except from NF Railway in Covered wagons), Raw Material to Steel 

Plants and iron ore. 

 

Eligible Lead:     No restrictions. 

 

Eligible Wagons: No restrictions. 

 

Availability:        Available throughout the year. 

 

Concurrency:   All Investment Reimbursement Discounts and All Consignment Volume 

Based Schemes. 

 

Procedure: 1. Proposals under the scheme would be scrutinized by DEC and the same 

may be forwarded to CCM of concerned Zonal Railway. 

 2. CCM would examine the proposal in consultation with COM for vetting of 

FA&CAO and personal approval of General Manager, subject to the 

conditions of the scheme. 

 3.  Proposals for concessions beyond the permitted limits and/or for durations 

longer than the permitted period should be forwarded to Railway Board along 

with concurrence of FA&CAO and personal approval of General Manager.

                  

 

Benefit:             Freight concession in accordance with following scales can be granted to 

customers subject to fulfillment of customers’ commitment regarding freight. 

 

 (i) For customer who commits to gives net freight earning of more than Rs. 

50 Crore in  each year ( 12 months period) of the contractual period 

                                    

                               Discount/rebate in freight rates may be granted up to 10% in the Busy 

Season and up to 20% in Lean Season for durations up to 3 years.  



                                      

(ii)  All other customers including new customers   

 

                               Discount/rebate in freight rates may be granted up to 5% in the Busy Season 

and up to 10% in Lean Season for durations up to 3 years.  
 

 Conditions:  

 

   (a) Concession under this scheme can be given for a period up to three years 

and, therefore, can also be given for a minimum period of one year. 

 

     In cases where concession has been granted for more than one year based on 

the commitment of the net freight earning and the corresponding concession in 

each year, the scheme shall be operated for each year separately independent 

of the performance in preceding / following year. 

 

     The earning performance should be measured against the targets fixed for the 

concerned year at the time of initial notification of concession. The  

commitment of net freight earning in each year is required to be equal to or 

higher than the corresponding commitment in the previous year. 

 

     To illustrate, a customer commits to give net freight earning of Rs 70 crore in 

first year. In the subsequent years, the commitment of net freight earning  can 

not be less than Rs 70 crore. Now, say, the target for 1
st
 year and 2

nd
 year has 

been fixed at Rs 70 crore and Rs 75 crore respectively. If the customer gives 

net freight earning of Rs 90 crore in the 1
st
 year, the target of 2

nd
 year will 

continue to remain at Rs 75 crore. However, if the customer does not give net 

freight earning of Rs 70 crore in the 1
st
 year, he will not get concession in the 

1
st
 year. But he will continue to be eligible for availing concession in 2

nd
 year 

as per the target for the 2
nd

 year . 

 

(b) Eligibility in terms of Freight earnings of Rs 50 Crore in any year (12 

months period) of contractual period will be decided based on the total net 

Freight committed by a customer and will exclude all sorts of concession/ 

discount. For Example, if the gross freight committed by a customer is Rs. 53 

Crore for a particular year (12 months period), the concession mentioned in 

clause (i) of Benefit shall be granted in such a manner that the net freight 

earning from the customer after deducting concessions/rebate etc is not less 

than Rs. 50 Crore in that year of the contractual period.  

 

In case, the net freight earning committed by customer in any year of 

contractual period is less than Rs. 50 Crore, concession can be given only 

under clause (ii) of Benefit mentioned in the scheme.    

 

(c) Total committed earnings of a specific customer from one or more 

terminals in the same zone may be taken into account to determine whether he 

fulfills the criterion of net freight earnings of Rs 50 Crore. 



                                       

(d) Net freight earning from only outward traffic of all commodities shall be 

reckoned for determining earning as well as for the purpose of grant of any 

freight concession. Inward traffic shall not be considered for the above 

purpose.                          
                                   

(e) Freight concession can be given either on incremental or entire traffic 

offered by customer depending on the situation, with the purpose of 

maximizing net earnings and increasing rail co-efficient. Such concessions can 

be given either at a suitable uniform rate for the entire period or at graded 

(differential) rates. The graded rates could be on the basis of quantum of 

traffic, periods of the contract or any other parameter considered suitable 

singly or in combination. However, concession on entire volume of traffic 

should only be given only in exceptional circumstances where such incentives 

are considered justified.  

 

(f) If the tariff rate changes after the finalization of the concession and issue of 

notification, the freight earnings target shall be modified as under: 

 

i) If the tariff rate decreases, there will be no change in freight earning 

targets. 

ii) If the tariff rate increases, the freight earning target shall be revised 

using following formula. 

      

    Original Freight Earning Target   X       Revised Tariff Rate 

                                  Original Tariff Rate          

 

This condition should be suitably incorporated in the notification/ agreement.   

 

(g) A customer can avail of incentives under more than one Scheme (Long 

Term Special Incentive Scheme, Incentive Scheme for Incremental traffic, 

Loyalty Scheme and Traditional Empty Flow Direction Scheme or any other 

such scheme).  However, conditions for each scheme will have to be 

separately fulfilled. For instance, a customer offering a commitment of total 

net freight earning of Rs 70 Crores (exclusive of all freight concessions) may 

choose to offer traffic equivalent to net earning of Rs 50 Crore to be 

considered under Long Term Special Incentive Scheme and the remaining 

traffic under Incentive Scheme for Incremental Traffic. In order to be eligible 

for consideration for concessions under clause (i) of Benefit as mentioned in 

this scheme, the customer will have to offer a commitment of net freight 

earning of at least Rs 50 Crore in twelve month period exclusively for this 

scheme. In no case, the same volume of originating traffic will avail 

concessions under more than one scheme unless and until such concurrent 

benefit has been permitted specifically vide para on concurrency 

indicated earlier.  

                      



(h) In case of rebate, refund will be calculated & granted after end of every 12 

months of the contractual period.                                                    

 

(i) These concessions would be subject to the condition that the 

discounted/rebated freight rates would not be lower than Class LR1 in Lean 

Season and Class 100 in the Busy Season. 

 

(j) For the purpose of reckoning fulfillment of target under this scheme, 

loading and freight earning will deemed to have been accrued if the empties 

(wagons) have been placed against indents for free destinations before the 

completion of the contractual period, subject to the condition that such wagons 

are actually loaded without any forfeiture or cancellation. 

 
 


