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Background

This case study describes a project that was led by a current Secora member during his previous
career in the US automotive industry. It demonstrates the skill set and methodologies Secora
utilizes in its projects.

The project’s purpose was to reduce rail car demurrage for the client's company.
Rail cars are used to move material (parts) from suppliers to the automotive assembly plant and
supporting facilities. Demurrages are tariff charges assessed for detaining freight cars beyond their

specified time limit. Demurrage charges are billed to the assembly plant from the Railroad when rail
cars are held at the assembly plant or supporting facilities beyond the contracted amount of time.

Project Objectives
The project objectives were to:
e Reduce rail car demurrage charges by 50%, from $374k to $187k per year by:

o ldentifying and reducing process inefficiencies leading to “aged” rail cars in the facility’s
rail yard which create demurrage charges from the Railroad

o Developing a control plan to enable the process owner to monitor and manage the flow
of rail cars to ensure demurrage charges are minimized

= Improve usefulness of daily rail reports through better formats and contents
= Create control charts for tracking rail car flow

= Improve clarity and usefulness of monthly bills

= Automate rail dock supervisors rail car selection and tracking process

Scope

The project scope included all rail cars that supported the assembly plant production, some of
which were unloaded and reloaded with empty racks at a local Material Support Center (MSC).

The process steps considered were those from when the rail cars arrived at the local yard, at which

point they are accessible to the receiving facility, until the rail cars are released back to the
Railroad.
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Process improvement

In order to improve the process and to achieve the objectives set by this client, the project team
had to review the current process at the main assembly facility. The company had existing process
documentation in place which was reviewed and amended:
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Process Map (Revised - Improved):
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The team decided to collect data that would break out demurrage charges by suppliers and reveal
the characteristics of each of the process steps. After gathering and reviewing data the team
discovered that the majority of the demurrage charges were occurring at the MSC’s.

A cause and effect analysis was completed to determine what part of the MSC'’s process was likely
contributing the most to the problem. The team determined that rail car requesting and releasing
steps were likely one of the largest contributor to the problem of cars aging on the demurrage

clock.
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Additional analysis of the data showed that the MSC’s were taking 7.8 times longer to request and
release rail cars than the main assembly facility (shown below).
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Billing data showed that there was a distinct difference in “paperwork”
processes between the Assembly Plantand MSC1.

Next, the team focused on the process of the MSC’s and saw that their car requesting and releasing
processes differed from the main assembly plant processes. Once this was realized a change was
made at two MSC’s to align the two processes.

Sub-Process Map (Before):
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Aprocess map of MSC showed that MSC was notreleasing cars when they were ready, butwere holding
the paperwork untilthe next day when they used the same documentto requestthe newcars.
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Sub-Process Map (Revised - Improved):
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Processwas changedto release cars as they become available and decouple the release paperwork from
the requestpaperwork.

After this improvement was implemented the demurrage charges were eliminated.

Putting in place controls

The next step for the team was to develop a procedure to enable the process owner to have
sufficient vision of the rail car flow to be able understand the ongoing “state of the yard”. The
process owner would then be able to proactively adjust rail parameters to head off demurrage
conditions. With the help of the process owner the team developed a procedure and supporting
data requirements.

Process Control Plan Process Control Chart

Project Action/Control Plan

All Rail Suppliers

Project: Demurrage Reduction Black Belt:
Process Owner: MC Manager Date: 11 April
What How Who When Deliverables x|
{Action to Take) (Action Steps) Start Finish

| ® Supplier's {20 Hours)

el

Established Upper Control Limits (UCL ) [for 20 heurs production days] for rail carsin-total'and by supplier:
These upper boundaries enable comparisons of the daily yard numbers to "acceplable” numbers thathave
proven to yield no demumrage. (Praviously, no known number had been established and therefore
management/decision trigger points did not exist )
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Project Summary and Outcome

The process mapping, data gathering and analysis identified that the processing steps of the rail
request forms for the MSC'’s had built in delays that were causing late releases of every car that
was processed at the MSC's.

Additionally, due to poorly designed reports and monthly bills the process owners and users were
unable to monitor, understand and manage the daily flow of the rail cars.

The following improvements were made:

o Identified steps in the rail receipt and release process that contained excessive time, and
subsequently revised the step to eliminate excessive time.

o Developed a control plan and supporting data tables to enable the process owner to monitor
and manage the flow of rail cars to ensure demurrage charges are minimized.

e Revised the format and contents of the daily rail reports to improve the reports usefulness.
Improved clarity and usefulness of monthly bills. This helped to provide accurate and
understandable information to ensure verification that the process is running effectively.

o Automated rail dock supervisors’ rail car selection and tracking process. This helped to provide
readily available data for analysis.

Applying process optimization methodologies, the project achieved a reduction of
demurrage charges by 10026 - from $374k to $0 per year.
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