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Accounting and Finance Teams
are more than “bean counters”

by Tracie VanBecelaere
Managing Editor

Often people have perceived the accounting and
finance departments of a company as the “bean
counters” and maybe to be a bit dull. Anyone think-
ing that of the Watco Accounting and Finance Teams
hasn’t visited the Pittsburg, Kan., offices during
Christmas in July.

Organized by Tyler Batley, accountant by trade -
party planner by accident, the third annual event was
a huge success. In addition to all of the holiday foods
normally served in December such as turkey, ham,
mashed potatoes and gravy, dressing and pies, there
was also a white elephant gift exchange.

The team’s crazy Christmas isn’t their only claim to
fame. The newest addition to the team, chief finan-
cial officer Adam Inselbuch, had a brush with fame
when he had the opportunity to audition actress
Brooke Shields. During his college days Inselbuch
served as a music director for several plays put on at
Princeton University. Inselbuch’s musical abilities as
a trombonist led him into the directing position.

The multi-skilled CFO has also played on an adult
ice hockey team and plays a number of sports requir-
ing a racket, such as
squash, tennis and
racquetball.

However, Insel-
buch wasn't brought
on board because
of his musical tal-
ent but because
of his experience
in the banking
industry working
most recently with
customers such as
Union Pacific, CSX
and Genesee and
Wyoming. Not only
does Inselbuch have
experience with U.S.
companies, he lived
in London for 1 1/2
years gaining experience with foreign markets.

Inselbuch and his wife Kate Milano have a home
in Connecticut which means he’ll be getting his
frequent flier miles built up but he'll be closer to the
banking industry leaders in New York.

{\‘5 i

Adam Inselbuch, Executive
Vice President & Chief Finan-
cial Officer

The Accounting and Finance Team has a new
group on their team who will be working out of
Overland Park, Kan. Rick Mitchell, Bruce Gress, Bri-
an Conklin, Fattima Sedigzad and Jenni Jones have
joined the team to help take care of both internal and
external Customers.

After careful planning for current and future sup-
port requirements, the team was recently reorganized
to provide greater long-term Customer support and
service.

Ray Pericola, vice president and chief accounting
officer, said, “As we transition responsibilities we are
also cross training our team to ensure we are able
to consistently provide the high level of service you
expect and deserve. We will continue to shift roles
and responsibilities from time to time as the business
changes but rest assured, you are supported by our
entire team, not just an individual. In the months
ahead many of us will be visiting several profit cen-
ters to listen to our customers, increase our under-
standing of the business and identifying other ways
we can help”

Listed below are the services they provide, where
they can help and who can help with your needs.

General Accounting and Forecasting

o Working with profit center owners to understand
the financial impacts of the decisions they make
and how to maximize profitability

«  Proactive planning of the financial impacts of
business decisions

« Maintaining Watco’s system of financial books
and records in accordance with accounting rules
and regulations throughout the year

« Providing information to assist in updating
forecasts and evaluating variances from Annual
Operating Plan

Operations Accounting: Owner, Rick Mitchell
Transportation Accounting, Rick Mitchell

Railroads

>  West Region: Brian Conklin

> Central Region: Brian Conklin
>  Gulf Region: Jenni Jones

> East Region: Jenni Jones

Switching (In transition, currently Sara Hanson)

Mechanical Accounting, Carlita Guiles
(Dena Patterson, Stacie Kultgen, Jalyn Lair)
(Continued on page 4)
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WARRIOR ‘s
ACCOUNTANT

by Tracie VanBecelaere
Managing Editor

Not many members of the Watco Team can say
they’ve crawled through mud and leapt over fire
all in the same day but Rick Mitchell of Overland
Park, Kan., did just that. It wasn’t part of his duties
as Watco’s director of operational accounting, it
was what he did for “fun” one day. The mud and
fire were part of an event called the “Warrior Dash”
that is held in several different cities throughout
the U.S. and Australia.

Kansas City dash consisted of 3.10 miles and
included the following obstacles; the Barricade
Breakdown, Hay Fever, Road Rage, Deadman’s
Drop, Teetering Traverse, Deadweight Drifter,

Rio Run, Chaotic Crossover, the Cargo Climb, the
Warrior Roast and
the Muddy May-
hem.

“I'm not a mara-
thon runner;,” said
Mitchell, “I didn’t
do any extra train-
ing, it just sounded
like fun. I definitely
will do it again but
it was more chal-
lenging than I had
expected so I'll
start preparing in
advance next time.”

Megan Mann,
Watco accounting
analyst in Pitts-
burg, Kan., worked
in Kansas City
prior to joining the

Watco Team had
several friends who Rick Mitchell, Director of Op-
participated in the erational Accounting, Over-

run and said, “The 1and Park, Kan.

spectators could
only see the last three obstacles but it was enter-
taining to watch and everyone I knew said they
had a good time. It’s a go at your own pace deal,
one person completed it in 30 minutes and another
friend took an hour and fifteen minutes.”

The Warrior Dash has their own web site so you
can see if you would like to join Mitchell next year

»

on what they call the “extreme run from - - - -”.
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Team Safety and Improvement
Committee News

By Tracie VanBecelaere
Managing Editor

ho is the best person to focus on team safety and improvements

at each location? The obvious answer would be someone at that

location. That’s why, as part of the Watco U program, a team
member from each location was chosen to attend classes in Pittsburg regarding
the safety and improvements that could be made to improve relationships at the
locations and with the communities. After attending the classes in late spring
the members went back to their teams with new ideas for their committees on
how to further carry on the Watco Customer First Principles.

One group who has found a way to help the community is the Transload Team
in Stroud, Okla. They are not only experts in unloading fuel from tank cars but
are becoming proficient in unloading groceries as well. Every other Monday
volunteers from the team show up at the local food pantry to help unload gro-
ceries off of semi-trucks and then help the people at the pantry load the grocer-
ies into their vehicles once they have received what they need.

Jason Moore, TS&IC leader and operator at the facility said, “It started out
with the assistant at the office helping out and she said they needed more volun-
teers if anyone was available and it just snowballed from there. A big semi-truck
brings the food into an empty parking lot and the various towns unload their
supplies at that point. The first time we went we had four guys and were able to
take care of just the Stroud items but since so many of the people up there are
older we started getting more helpers and we load trucks for many of the sur-
rounding areas as well””

“It's important that we wear our Watco shirts while we're out helping so that
the community knows that we want to make a difference and make things better
for the place we live in,” said Moore.

TS&IC leader Randy Bryant on the Alabama Warrior Railway in Birminham,
Ala., said they have adopted a name for their group, The Coke Warriors, to
help build team unity. Bryant also said that the team is already working daily
to follow the Customer First Foundation Principles. “Our coal hill conductor,
Archie Fields, ITI, had asked me about how a track was set up for a customer.
We determined that what they needed was a different configuration and thanks
to his teamwork, focus on Customer Service and taking initiative, he kept our
customer from running out of cars the next morning”

The IC part of the improvement committee touches on all aspects of the team’s
environment, their workplace and their community. William “Billy” Oliver is a
TS&IC leader on the Yellowstone Valley Railroad and they worked with manage-
ment to resolve an issue that had risen due to the wet weather. The TS&IC com-
mittee researched textured grip gloves to counter-act the slippery metal caused
by the rain and the gloves were just picked up at the local supplier. The team is
also working on managing the overtime at the location.

Oliver said, “We’ve come up with a solution that we are trying out, it's a work
in progress theory that we are testing. The main success is the communication
improvement between the management and the hourly team members. We have
gotten the gloves, the overtime is being managed, and we are trying to move
forward with every month. How do you eat an elephant? One bite at a time!”

Jon Fortner, TS&IC leader at the Twin Falls, Idaho, location and his committee
has also met with success in making improvements to their location.

“We have a list of items to improve at our location and have completed half
of them at this time. We also have a suggestion box with items to improve for
either safety or moral purposes,” said Fortner. “We post our minutes from the
TS&IC meetings in the breakroom so that everyone knows what we are doing
and so they can see what progress is being made”

Many of the team safety and improvement committees are already making
a difference in their communities and workplaces and many others are still in
the process of organizing projects and ideas, they are all committed to making
improvements at each and every Watco location.

Top photo: Stroud team members prepare to help carry boxes at the Stroud, Okla., food
pantry. Pictured left to right are Craig Long, Jason Moore, Buddy Hall, Mark Dryer
and Mike Meadows.

Bottom photo: Buddy Hall (I) and Jason Moore. (r) keep busy carrying boxes of food
out to the vehicles.

Send your stories on what you are doing at your locations to improve
your communities, your service or your work environment to tvan(@,
watcocompanies.com.

) If you would like to opt out of receiving the

f’) newsletter in a print version, send an e-mail to
chuskey@watcocompanies.com and put in the
subject, Green Newsletter. Include your name,

address, the location you work at and the e-mail address that you would

like to have your notice sent to when the latest edition of the newsletter is

available online.

Each month a link will be sent to you as soon as the newsletter is
posted online. At anytime you can go to the Watco web site under the
News link and read current and past issues of the newsletter.

patc
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Railroad Day on Capitol Hill

By Tracie VanBecelaere
Managing Editor

Several members of the Watco team gathered during the early morning hours
in the lower level of a Washington, D.C. hotel on July 14 and were given a mis-
sion to complete. No, the eight hour mission wasn't part of a covert operation,
they were participating in Railroad Day on Capitol Hill, an operation which is
vital to the short line railroads in our country.

Each year, hundreds involved with the rail industry take the message of rail-
roading to our elected officials in Washington, D.C., on Railroad Day on Capitol
Hill. This year more than 525 railroaders and industry colleagues such as ship-
pers, suppliers, and rail advocacy principals, participated in the event.

The 525 rail supporters visited a total of 285 congressional offices, meeting
directly with senators, representatives or their key staffers. Several participants
brought their children - 18 in all, ranging
in age from 8 to 16 - to learn first-hand
about the legislative process. Zach Baden,
17, Gabby VanBecelaere, 12 and Austin
McKechnie, 8, were able to join their par-
ents and eight other Watco representatives
as they visited with congressmen and their
staffers.

Railroad Day began early at the hotel
basecamp where the group prepped for
the day’s activities. They were presented
“talking points” for congressional visits.
The talking points included railroad regu-
lation, extension of the 45G short line
tax credit, the opposition of bigger and
heavier trucks and preserving the Section
130 Grade Crossing Safety Program.

Anyone who remembers the railroad
system prior to the 1980 Staggers Act, will
remember a system that was in disrepair
- bankrupting many railroads because of
excessive governmental regulations. The
Staggers Act transformed the industry -
improving safety, enhancing productivity,
spurring innovation, generating $480 bil-
lion in reinvestment and lowering average
rates for rail customers by 51 percent. This

Ed McKechnie and his son Austin,
8, prepare to take Washington by
storm.

~

A group from the rail industry met with Representative Jerry Castello, (R-IL), a
main supporter of tax credits.

system has greatly benefitted railroads, their employees, American businesses
competing in the global marketplace and our economy at large. For railroads to
continue to be one of America’s private sector success stories, we must keep the
regulatory framework that has made it all possible.

With 550 short line and regional railroads linking 13,000 customers to the rail
system it is essential to maintain and upgrade the infrastructure to continue to
provide them with service. In 2004, Congress enacted the Section 45G tax credit
to reduce the federal tax burden to help small, local and entrepreneurial busi-
nesses create growth in private sector infrastructure improvements that benefit
thousands of communities. This allows short lines to create jobs and provide
safe and efficient service to their customers. Each and every one of Watco’s 23
short line railroads benefited from the tax credits, which means 18 different
states saw improvements to the infrastructure, which can attract commerce to
the area and provide better service to existing customers.

The opposition to bigger and heavier trucks exists because despite the fact that
the big trucks cause significant damage to our roads and bridges, they only pay
half the cost of the damage they cause to the nation’s highways each year. In-
creasing the allowable truck size and weight would put an even larger tax burden
on consumers and federal, state, and local governments at a time when none
of them can afford it. The addition of the bigger trucks to the current highway
system would also have an impact on the congestion issues that already exists in
many areas across the country. A single freight train can take the load of 280 or
more trucks - equivalent to 1,100 cars - off our overcrowded highways. Divert-
ing traffic away from freight rail, would have a negative impact on the environ-
ment as well. Studies have shown that on average, railroads are four times more
fuel-efficient than trucks. Because greenhouse gas emissions are directly related
to fuel consumption, railroads have a lower carbon footprint. In fact, moving
freight by rail instead of truck reduces gas emissions by 75 percent, on average.
Our country demands more affordable, efficient and environmentally-responsi-
ble transportation and our railroads provide it.

The fourth issue that was a priority to the rail industry was the Section 130
Grade Crossing program. Although the number of collisions at highway-rail
grade crossings has decreased sharply over the years, too many accidents still
occur. The way to prevent these accidents is through public education, engi-
neering solutions and enforcement of applicable traffic laws. The federal Sec-
tion 130 Grade Crossing program provides dedicated federal funds to states for
grade crossing safety enhancements and has helped prevent tens of thousands of
injuries and deaths.

With these talking points in hand, the rail supporters began making their way
to their first appointments at the Capitol. Several got to experience riding the
Metro for the first time while others hailed cabs or headed on foot to the D.C.
landmark. The meetings lasted from 15-30 minutes each, depending on the
congressman or congresswoman’s schedule. Some meetings were held in the new
Capitol Visitors Center located in the plaza at the east front of the U.S. Capitol
Building.

Jerry Carter, Watco’s director of operations for the West Region, said, “It was
good to meet with our representatives face-to-face to explain how valuable the
45G tax credit is to each community we serve. This credit allows for growth in
our communities and provides jobs that wouldn't normally be there. This was a
great experience and I look forward to attending next year”

Some of the Watco attendees also attended an afternoon reception for Repre-
sentative Lynn Jenkins (R-KS), lead sponsor on the tax credit initiative. Rep-
resentative Jenkins is the lead sponsor for the tax credit initiative and visited
with the attendees as they took a break from their regular meetings and enjoyed
ice cream and sodas before heading back into the heat again to round up more
sponsors.

By late afternoon, most congressional visits had concluded and participants re-
turned to the hotel to prepare for the legislative reception and dinner. Speakers
at the dinner included Watco’s Ed McKechnie, who is the ASLRRA Legislative
Policy Committee Chair. Other speakers were ASLRRA President Rich Tim-
mons, and AAR President Ed Hamberger. The speakers welcomed the several
congressmen and other key federal transportation officials who were in atten-
dance.
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Celebrating
Success

Congratulations to Chris Randall, director, Short-
line Market Development, who was recognized
by the BNSF for his work with Watco’s Stillwater
Central Railroad (SLWC) in Oklahoma. Randall
was named one of the 2010 Employees of the Year
at the BNSF celebration this year.

BNSF chairman and chief executive officer Matt
Rose thanked Randall and other honorees for their
contributions in
2010.

Randall’s partici-
pation in a move in
where the SLWC
helps transport
crude oil from the
Bakken oil fields
in North Dakota
to Stroud, Okla.,
where it is then
put into a pipeline
to Cushing, Okla., ¢ 4 Randall, BNSF Director,

with BNSF handing g}, tline Market Develop-
the long distance ment

portion of the move.
Prior to launching
the service, it was apparent that the rates would not

support the capital commitments required over time.

Randall worked with Watco to ensure that both
companies could meet the long-range economic
requirements in order to make the move a reality.

Randall came up with the solution of putting all
Watco short lines on a percentage of BNSF rev-
enues vs. a per carload fixed fee. Watco agreed to
the proposal for many of our lines with BNSF,
ensuring that both rail providers are more aligned
in their approach to the marketplace and in meeting
customer expectations.

Accounting and Finance Teams

(Continued from page 1)
> Fixed Shops
> Mobile Shops

Transloading, Watco Dock & Rail and
Greens Port Accounting, Rick Mitchell
(Fatima Sediqgzad)

Financial and Operational Reporting: Owner,

Bruce Gress (Megan Mann)

o Recurring and ad-hoc reporting of Watco’s
financial and operational results

o Preparation of the Company’s audited finan-
cial statements and the coordination of the
annual external audit

Centralized Services: Owner, Bruce Gress
Corporate Accounting, Owner Debbie
Bishop (Kortney Bevins, Sara Hanson)
> CRM cost center review and planning
> Consolidated balance sheet review
> Benefits accounting support

Team member payroll services, Owner, Amy
Miori (Nancy Newbery, Diane Johnson)
> Paying the Watco team
> Reporting and remitting the proper pay-
roll taxes and related information to the
various governmental authorities
> Providing W-2s at the end of the year

Supplier Payables Processing and Cus-

tomer Receivables Application, Owner Steve

Smardo (Tyler Batley, Gwen Foster, Christina

Hoard, Eva Rokezewski, Nancy Dickey)

> Paying our suppliers

> Reporting amounts paid to the various
governmental authorities, e.g. Form 1099
reporting

> Assistance in researching payments made
or invoices received

> Applying payments received to customer’s
accounts

Capital Asset Tracking, Owner Lissa Jackson

By Heather Webb, Senior Benefits Administrator

In order to increase Team Member awareness of the core
benefits choices and opportunities available from Watco, our Benefit Communication Specialist, Bryan
Smith, will begin contacting eligible Team Members in August to review our benefits programs.

Bryan will be covering our core programs as well as our voluntary benefits such as; Accident Insur-
ance, Critical Illness Insurance, Short-Term Disability and Interest Sensitive Whole Life Insurance.

This reach out will be conducted over an 18 to 24 month period to minimize any disruption of nor-
mal business operations. The Accident Insurance and Whole Life Insurance is a new offering to Watco

this year.

Eligible Team Members will be receiving a letter in August, announcing the program and providing
contact information to call with any questions on the new benefits or to enroll.

The Team Member meetings should take around 15-20 minutes per Team Member. If you or one of
your Team Members would like to expedite the process and enroll immediately, please contact a Ben-
efit Communication Specialist today at (888) 408-0149.

(Teri Kinyon)

> Educating and assisting team members
and profit center managers in the best way
to steer capital project requests through
the approval, tracking and reporting
processes

> Companywide tracking of approvals,
spend and status of capital projects

> Recording and reporting capital spend
throughout the various project stages
including when the asset is placed into
service and depreciated over its useful life

> Properly disposing of assets when they are
no longer utilized by the Company

Treasury and Cash Management Support, Owner

Jennifer Muckala (Penny Wood)

« Establishing and maintaining the Company’s
system of bank accounts and cash processes

«  Monitoring, moving, accounting and report-
ing for cash funds utilized in Company opera-
tions

Taxation Support, Owner Ray Pericola:
« Planning and compliance for the Company’s
various tax requirements:
> Income tax
> Property tax
> Sales and use tax
> Franchise tax

Due diligence support, Owner Matt McKenzie

(Melissa Pennington)

« Provide detailed analysis, support and review
for each of the potential acquisitions that the
Company reviews

Australia Operations Support, Owner Ray Peri-

cola (Patti Audet)

« Facilitate start up of Australia operations re-
lated to the Accounting and Finance areas

« Provide accounting, finance and related analy-
sis support to the Australia operations once
established

Process Improvement, Lyndsey Normand (Tyler

Davis)

o Provide detailed review and analysis of cross-
functional processes to understand, document
and improve efficiency and effectiveness of
Company functions and operations

This is just a small sample of the Accounting
and Finance Teams core services and capabilities.
They can offer support and service in other ways
as needed to fulfill their goal to provide world class
accounting and finance support to the business
(maximum value/minimum cost).

Pericola said, “Remember, the Accounting and
Finance Teams exist to properly support both
internal and external Customers.”

Everyone is hoping that supporting internal
Customers still includes the cooking of a turkey
and all the fixings in Julys to come.
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Gator visits Baton Rouge RR

by Roderick Gardner
Baton Rouge Southern Railroad Yardmaster

“Deep in the heart of Louisiana lies America’s
largest swamp - a million miles of inhospitable
bayous, marshes and wetlands - where nature
rules and humans struggle to tame it.”

- Swamp People

Although we don't live in swamplands as dense as
those in the popular TV show Swamp People, we still
have our encounters with the wildlife resulting from
living in southern Louisiana.

As I was driving down a private road on the Baton
Rouge Southern Railroad property on June 9, I caught
sight of a small alligator in the middle of the road.

I notified our trainmaster and he contacted track
inspector Tracey Jones and assistant trainmaster Errol
Flint and sent them over.

When Tracey (Wild Man) Jones saw it he caught a
smile from ear-to-ear and said “Move over, I got ‘em”

However, roadmaster Darren McAdoo had a differ-
ent opinion and said, “Don’t mess with that thang, he
gon’ call for his momma?”

Well, they go after the gator anyway and once Jones
gets close it started hissing and snapping at him.
Jones put his foot on the gator to keep it from getting

Tracey Jones, track inspector, puts the alligator in the
back of a truck.

away (steel toe boots come in handy for many unex-
pected tasks). I remembered that I had some electri-
cal tape in the truck and ran to get it so we could keep
his mouth closed.

Although this alligator was about three feet long,
they still have razor sharp teeth at that size. Their
strength is in the closing of their mouths, this gator
was about six
years old and
so would exert
about 150 Ibs.
of pressure
when clos-
ing his jaws.
The alligator
has no ability
to open his
mouth once
pressure is
applied down
on it.

Once we

captured
the alligator,
and taped its
snout to safety
handle him,
I called the Louisiana Wildlife and Fishery but they
wanted to charge to come pick up the alligator. We
then called animal control, and the officer said, “We
can't pick it up - but I'd sure love to come take some
pictures with it”

Billy (Billy Gunz) Moore, then took the alligator
to a creek about 500 yards away from the depot and
removed the tape from his snout and released the
animal back into its habitat.

It was the first time we've ever had a gator visit our
property that I know of - let’s hope he doesn't remem-
ber how to get back when he gets bigger.

Billy Moore, locomotive mechanic,
prepares to release the alligator.

—
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McKechnie named
to NBAF committee

by Tracie VanBecelaere
Managing Editor

Ed McKechnie, Watco executive vice president
and chief commercial officer has been selected
to serve on a steering committee for the National
Bio- and Agro-Defense Facility (NBAF).

Kansas Gov. Sam Brownback signed an execu-
tive order last week creating the committee which
consists of federal and state
elected leaders plus key
stakeholders on the Manhat-
tan, Kan., project.

In addition to McKechnie,
others named to the com-
mittee were U.S. Sens. Pat
Roberts and Jerry Moran;
U.S. Reps. Lynn Jenkins,
Tim Huelskamp, Kevin
Yoder and Mike Pompeo;
former Kansas Gov. John
Carlin, chairman of the
Kansas Bioscience Authority; former Kansas Gov.
Mark Parkinson; Kansas Senate President Steve
Morris; Kansas House Speaker Mike O’Neal;
Kansas House Minority Leader Paul Davis; Kansas
Senate Minority Leader Anthony Hensley; Kansas
State University President Kirk Schultz; and Man-
hattan Mayor Jim Sherow. Roberts has been asked
to chair the NBAF Steering Committee.

The $650 million laboratory will study and
develop countermeasures to animal, human and
zoonotic diseases. So far, the U.S. Department of
Homeland Security has invested more than $150
million into site preparation, engineering, design
and site-specific risk assessments. The state of
Kansas has committed $105 million in matching
funds to the project and $35 million in research
funding for transitioning the NBAF mission to
Manbhattan.

A\
Ed McKechnie
EVP and CCO



