When the temperature dips below 20 degrees in Stroud, Okla., most people are
indoors nding ways to stay warm. However, on Sunday, January 3, 2010, there
were several people who were excited to be outside and braving the cold to witness
the arrival of the rst train to transport crude oil for EOG Resources, Inc., and its

subsidiary companies (EOG) from Stanley, North Dakota to Stroud.

e train, which departed from Stanley, on December 31, 2009 for the trip to

Stroud arrived at noon on Sunday and was
unloaded by Watco's Transload team by 3
a.m. the nextday. e crude will be trans-
ported to market via a new 17-mile pipeline
to a terminal in Cushing, OKkla.

Several dignitaries from organizations
involved in making the move a reality
including EOG, BNSF, the City of Stroud,
Enbridge, Stobel Construction and Watco
were on hand to celebrate the journey at
an opening ceremony on Monday, January
4. The most commented on element of the
project was the time frame in which was
completed.

“ e City of Stroud should be put in the
Guinness Book of World Records,” said R.J.
Petrik of Stobel Construction. * ey helped
us obtain the building permits faster than
I've ever seen before. Everyone got along
really well”

Mike Salek, Watco's director of bulk oper-
ations, noted that several attendees pointed
out how smooth operations had gone.

“Many at the reception commented on
how well things had went; they said it was
the smoothest start-up that they had ever
been involved in” Salek said. “Next week we
will be receiving two trains; originally that
wasn't going to happen until March so it's
moving right along”

EOG began constructing the loading
facilities in Stanley, the unloading facilities
in Stroud and the pipeline from Stroud to
Cushing during the second quarter of 2009.
Watco Companies, Inc., is supplying labor
and transportation logistics services to both
facilities. EOG owns and operates both sites
and the connecting pipelines.

Once the loading facility in Stanley is
in full operation, it will employ 35 to 45
people. e Stroud unloading facility will
eventually employ approximately 35 per-
sonnel.
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First EOG Resources Bakken Crude
frain amrives in Oklahoma

e crude that comes into Stroud is delivered via the BNSF Railway to the
Stillwater Central Railroad at Tulsa, Okla., unloaded at Stroud and handed back to
BNSF within a 24-hour time frame.

Because current crude oil production in North Dakota exceeds the existing
pipeline takeaway capacity, EOG developed the crude by rail concept and agreed to
a strategic transportation arrangement with BNSF Railway and the Stillwater Cen-
tral Railroad. e initial target for EOG’s
rail system is one unit train per day with a
maximum capacity of 60,000 gross barrels of
oil per train, although initial shipments may
be less frequent.

is alternative means of transportation to
end-markets re ects EOG's expectation that
its Bakken production will continue to grow
for many years. As EOG further evaluates
both its transportation needs and the busi-
ness plan for this private rail facility, it may
consider the purchase of third-party crude
oil to augment the EOG volumes being
shipped via train.

EOG was the second largest crude oil pro-
ducer in the North Dakota Bakken during
2008 where it holds approximately 500,000
net acres.

Above: Pumper operators Dion Weichel, le , and James Walker, right, load the Watco is in the unique position of not
rstset of ve tank cars for the journey from Stanley, N.D. onthe rst“crude by  only providing transloading and rail ser-
rail” unit train to Stroud Okla.

Below: Tank cars are being unloaded upon arrival at Stroud.

vices but Watco's mechanical team will also
be used to help maintain the tanker eet.
Allan Roach, Watco's vice president of
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business development said, “Good things
are worth waiting for! It has been a year
since Watco had their rst meeting to
discuss loading and shipping unit trains

of crude oil from North Dakota to Stroud,
Okla. s great success could not have
been accomplished without the commit-
ment, professionalism, and hard work of the
Watco Team that has worked on the project
and that will work on this in the future. e
shipments of crude oil touch all of Watco's
service 0 erings including switching, rail,
transloading and mechanical. | cannot
think of a better New Years Eve gi than to
see this train of black gold rumbling across
the plains headed for Oklahoma.  anks
again to everyone who had a part in making
this a great success!”
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Locomotive group achieves efficiencies

by Tracie VanBecelaere
Managing Editor

While the “Little Engine  at Could” and omas
the Tank Engine are well known and have received
a lot of attention, locomotives have generally been
taken for granted in the rail industry. Rare is the
glory bestowed upon the workhorse of the industry
and those who run and maintain them. However,
increases in the price of fuel and focus on the envi-
ronment has brought back attention to the locomo-
tives and how they impact the railroads they serve.

Dan Martin, Austin Western Railroad chief mechanical o cer over-
sees a traction motor change near the newly installed locomotive in-

spection pit.

Larry Jensen, senior vice president and chief me-
chanical o cer, came to Watco approximately three
years ago to initiate changes in the locomotive area;
and changes he did make. From fuel conservation
measures to policies and procedures, Jensen’s touch
can be seen on all things locomotive.

Fuel conservation and emissions reduction have
been addressed with the introduction and applica-
tion of technologies such as the Wi-Tronix moni-
toring devices, Smart Starts and Hot Starts. e
Wi-Tronix devices monitor idle time, locomotive
utilization and provide convenient remote event
recorder downloading. ey automatically gener-
ate reports that aid in tracking train movement and
train handling to ensure the best usage of fuel and
equipment performance.

“Before the Wi-Tronix, we probably lost 18 traction
motors due to over-tonnage. Since the installation of
the devices we haven't lost one,” said Jensen.

Smart Starts automatically manage idle time by
shutting down and restarting the locomotive, re-
sulting in both fuel and emissions reductions. Hot
Starts, typically installed in colder reions, keep the
locomotive warm and ready for service without run-
ning the large diesel engine as another way to reduce
emissions and fuel use. New, more e cient loco-
motives like Gen Sets and EMD 710 RePower’s are

being tested to see the e ect they have on fuel and
emissions reductions.

Paul Schiefelbein, Watca's vice president of service
design and system engineering, has had an up front
and center view of the improvements implemented
by Jensen.

“ e locomotive area is one of the most advanced
areas within Watco as far as establishing and moni-
toring procedures and policies,” said Schiefelbein.
“Larry and his team have done a great job in the
initial development of these procedures and poli-
cies and are now using the team members in the

eld to critique and improve them. In
a technical area like locomotive repair,
these documents are critical in the retain-
ing and transfer of implicit knowledge as
well as maximizing e ciencies of the team
members.’

irty new polices and 175 maintenance
procedures have been established under
Jensen’s watch to streamline the care and
use of Watco locomotives.

ere is a business saying that has proved
itself true over and over again, and that is:
if something is measured and monitored,
then it will be improved. e locomo-
tive team believes this to be true and
have started creating reports to measure
availability, performance, failures, time
between failures and cause of failures.

“If we know what part is failing and its
lifespan, we can determine when the part
needs to be replaced or if the part needs to
be obtained from a di erent source,” said
Jensen.

Jensen also focused on improvements
for the people performing the locomotive
repairs, maintenance and operations.  ere were
particular needs that weren't being met which had
a large impact on how a locomotive mechanic or
engineer could perform the job.

“We found that more training was needed, 0 en
we would hire someone already trained and end
it there,” Jensen said. “We now conduct quarterly
classroom training sessions and have ongoing eld
training.”

Along with classroom instruction, apprenticeships
and hands on training programs have been intro-
duced to the Watco team to provide the knowledge
base and continuing education to keep up with
changes in the industry.

Communication is another area that had been
neglected, weekly conference calls are now being
held that focus on the chief mechanical o cer of the
railroad and their concerns or needs. Feedback is
essential to ensure that those out in the eld feel the
programs are e ective.

One helpful tool that was created was a technical
information data base for locomotive maintenance
procedures was developed so that mechanics could
determine what repairs had been completed and
would need completing in the future. A new custom
written maintenance program was also implemented
that is changed and modi ed as needed. e focus is

moving towards preventive maintenance rather than
corrective repairs.

An ongoing exploration for new time saving tools
and opportunities to improve facilities has been ad-
dressed by the leaders in the locomotive department.
Nearly every railroad location now has a locomo-
tive inspection pit of some type in their yards and a
device was purchased
that aids in the re-
placement of power
assemblies.

Jensen states, “We
still recognize that we
have a long road ahead
in providing the most
desirable environment
for our people to prop-
erly perform mainte-
nance and repair on
our locomotives. You
can't expect someone
toe ciently do their
job unless they have
the right tools and
environment”

Although all im-
provements have positively altered the bottom line,
the focus on asset improvements highlights the

nancial bene ts. Each locomotive was evaluated
for e ectiveness. Old, unused locomotives were
traded, sold or scrapped for parts. s reduced the
locomotive fleet by 49 locomotives over the past two
years while at the same time improving the ready for
service eet total from 78.7 percent to 90.3 percent.
Locomotives are constantly evaluated to be sure
they are placed at the location or job that best suits
its abilities. All leased locomotive agreements have
been reviewed and renewed under a new standard
format. Because of the improvements; discretionary
capital expenditures have declined 30 percent.

Jensen concludes by saying that he would like to
thank everyone for their support and cooperation
for the many changes that have been introduced and
the overall success as a company and our ability to
service our Customers safely and e ciently.

“Before changes are implemented I consult the
entire locomotive management sta and even the
ones actually performing the work. New procedures
are proofed by the locomotive support team and
regional managers, and then introduced into the

eld. We encourage feedback as to what is working
and what is not. We sometimes solicit input from the
track, car, operations and safety departments before
anything is made policy,” says Jensen.

For most of us, the changes to the locomotive areas
are invisible. We see them chug by and think noth-
ing of the work that goes into them and the work
that they do. We do notice the new paint jobs that
30 percent of the locomotive eet received, some in
the black and yellow Watco colors and some in the
speci c railroads they are serving. ey are repre-
sentative of the new and sleek locomotive program
that has been designed for the power that pushes, or
pulls, us to the future.

Larry Jensen

SVP &
Chief Mechanical O cer
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Watco mixes things up

contract repair work for have extended their contracts.

Because of its ties to the construction business; the transload and intermodal
group has experienced a slow down but fortunately, the need to transport fuels
from the di erent areas has provided growth in this area. New technology has

by Tracie VanBecelaere
Managing Editor

Although the economy has hit almost every busi

ness sector in some way or

another Watco’s strength during the economic downturn has been it’s diversi -
cation in all areas. When one area may be impacted negatively by the economy,

enabled the oil companies to extract

another area that is doing well so ens the
blow.

Wiatco’s three types of mixes; service, cus-
tomer and commaodity, each in themselves
are diversi ed to some degree, commodi-
ties being the area with the most mixes.

e service mix is a combination of
mechanical, transportation, and trans-
load/intermodal services. Transportation
makes up 50 percent of the service mix
with switching and short line revenues
making up the total for the area. Me-
chanical services makes up approximately
44 percent of the mix with transload and

Mec

Transload/Intermodal
6%

hanical Revenue
44%

Service
Mix

crude from the Bakken Formation in
Montana and North Dakota. Some of
the crude is being transloaded to tanker
cars and delivered to Stroud, Okla.  is

Transportation Revenue
50%

intermodal services making up 6 percent.
e customer mix shows even more
diversity, which provides a cushion in the

event that one of our larger Customers
su ers asetback. It then has less of an
impact on the company as a whole. Our
top ten Customers make up 8 percent
of the transportation revenues and 29

Customer

Mix

percent of the mechanical revenue, the
remaining 63 percent is a total of all other
Customers. In addition, the marketing
and sales team is always busy looking for
new opportunities in all areas.

One new opportunity with the short
line group is a wind turbine base facility
in Newton, Kan., that will be served by
the Kansas and Oklahoma Railroad. e
facility will be located in Newton's Kansas
Logistics Park and will be manufactur-
ing base systems that will enable the wind

Al

| Other Customers
63%

Top Ten Transportion
Customers
8%

Top Ten Mechanical
Customers
29%

towers to be extended an additional 100
feet, bringing them to an altitude with stronger a

nd more constant winds.

In the mechanical group, new opportunities are on the horizon and many of

is an especially unique opportunity in
that it utilizes not only transloading ser-
vices but each of Watco’s service areas.

e commodity mix for railroads and
mechanical services is where the most
diversity exists. On the rail side the larg-
est commodity base is agriculture, which
makes up 34 percent of the revenue for
railroads. e advantage to that is that
the agriculture mix itself includes many
di erent grains and seasons. O en when
one crop faces poor conditions another
will bene t from the same conditions the
following season. Mechanical services are
even more diversi ed in that their largest
commodity made up only 19 percent of its
revenue.

Another way that Watco is diversi ed
is it’s locations. With services spread out
from the Paci ¢ Northwest to Pennsyl-
vania and from the Dakota’s down to
the Gulf, Watco has almost every area
covered.  ere are few more states to get
established in, but for the most part you
could throw a dart at a U.S. map and hita
state Watco operates in. As the weather,
economy and other events a ect the vari-
ous regions, generally not all are hit at the
same time by the same issues.

One good example of bene t-
ing from being in di erent locations
is when the Kansas and Oklahoma

Railroad was deep into harvest and needed some extra crew members

to move grain more aggressively. Harvest was already completed fur-

some of the crew members.

is provided a work force
that was already trained for
the task at hand.

Another example is when
the hurricanes hit the Gulf
Region. Mechanical shops
in other areas across the
country were able to pro-
vide service to Customers
who normally would use the
shops that had received dam-
age during the storms.

e ability to balance the
mix of services, Custom-
ers, and commodities gives
Watco the ability to provide
consistent and quality service

the companies that the mechanical division does . ther south on the Stillwater Central Railroad in Okla., so they “borrowed”
. Commodity -
Railroad Mix Mechanical
Other Metals Coal Other
Lumhes &Rarest 586 \ 6 /2% & S)ars 1%
Products : 3/’ Auto Racks
6% Agriculture Tank Cars 19%
34% 7%
Pulp & Paper
Bi Jacketed General /
4 al Cars
Ngr:/-oJacketed 15%
Chemical General
20% 7% ‘
Minerals Box Cars Covered Hoppers
22% 7% Jacketed General 13%
HMR201
1%

to Customers.
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Balby, it's cold owisigle

by Tracie VanBecelaere
Managing Editor

ere’s nothing like wrapping up in a warm blanket
with a cup of hot chocolate when the temper-

would be no work interruption. He continued
this for the next 12 hours and even picked me
up at the hotel as | was snowed in,” said Ricci.
“Dedication like that is hard to nd.”
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~ N that the shop can
s ~ function at least in a
Ry 8 \] limited capacity.
J " Peraultsaid,“ e main
equipment we have for

atures start to drop but many Watco employ-
eesarenta orded that luxury as they bundle
up and head to work. All service areas have
di erent issues that they face when dealing
with inclement weather to keep Team mem-
bers safe and operations running smoothly.

Sam Ricci, director of transload operations
said that winter preparations for the trans-
loading facilities in St. Louis, Ill., Rockford,
I1l. and LaCrosse, Wis., begin in early Novem-
ber.

Ricci said, “We begin a complete yard clean
up, removing anything that can trip or cut
and cause injury when covered in snow that is
normally not a hazard”

Winter maintenance is performed on all the
equipment such as forkli s, trucks and yard
vehicles. Blended fuel is purchased for the
equipment to prevent gelling in the tanks and
lines.

Once the moisture hits the ground Team
members are constantly reminded of slick surface
navigating and according to Ricci are taught the
“Transload Shu €” mimicking a walk performed
most 0 en by comedian Tim Conway. Snow re-
moval schedules are supplied to team members to

mitigate unproductive hours worked.
“I was in LaCrosse for the rst heavy
snowfall on December 12. The 14
inches of snow, 30 mph wind and
temperatures of -16 were quite

y WZE impressive. More so was
Nof > the dedication of Rob
. s -+ Nelson, leadman. He
: ~ S\ showed up at 3:00 a.m.
> ™ to start plowing so that
( A\ 3 \ when others arrived there
NS

A train travels through the deep snow on the Eastern Idaho Railroad.

Dave Perault, plant manager for the Omaha, Neb.,
mechanical shop said,“Snow storms in the Midwest
are a common occurrence. You learn to live with it
by dressing for the weather using layers of clothing,
shoveling the snow away from your work station
outside and you continue on with your normal du-
ties”

e real problem the Omaha shop faces is when it
snows 24 inches or within two weeks, then there’s
an issue with getting rid of all the snow. A stormin
Omaha during the Christmas holiday included high
winds that created dri s 5 to 6 feet deep in front of
the main shop door and on the tracks. Omabha, like
most other mechanical shops, has a storm con-
tingency plan requiring certain employees report
to work early to get it cleared as best they can so

Snow from a recent storm dri s between two railcars at the mechanical
shop in Council Blu s, lowa.

warehouse facility.

Fourteen inches of snow fell at the LaCrosse, Wis., transload and

this is our mobile truck
with a snow plow attach-
ment, a small skid loader and employ-
ees with shovels”

On the rail side there are times when
more than employees with shovels are
needed. Special equipment is used to
clear the tracks so railcars can make it
to their destination. In some areas the
extreme cold temperatures can cause
problems in dealing with particular
commodities.

Pat Foster, Stillwater Central Railroad
general manager said, “Shipping ag-
gregates can be a problem because the
sand and rock freezes in the railcars.
Once that happens all we can do is wait
for the weather to warm up and thaw
the product so we can unload it from
the railcars”

Winter storms also adversely a ect rail
in an indirect way — by preventing producers of
goods from shipping to intermodal terminals or
delivering goods to rail sidings. is causes freight
tra c to become backlogged and trains being run at
less than full economic e ciency. Either an actual
event or the forecast of an impending storm can
result in scheduling problems, rerouting of ship-
ments, shutdowns of rail track and discontinuance
of services for hours and days. Train crews may
become stranded, unable to reach rail yards. Infra-
structure can be knocked out-of-service due to ice
damage, downed power lines over tracks and signal
system damage.

In the switching industry December and January
have historically seen more incidences of slipping
and falling due to snow, moisture and icy condi-
tions. Because of the
focus of winter safety
the number of inju-
ries in all areas due to
weather conditions have
decreased across the
industry.

Wiatco's Winter Freeze
program focusses on
putting a “freeze” on
the number of acci-
dents during the winter
months by following
safety rules.

Using caution during
the winter months will
allow our Team mem-
bers to arrive safety
home to enjoy that
much needed cup of
hot cocoa.
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Scholarships

available to Waico

daughters and granddaughters

Susan C. Murray was well known in the rail indus-
try for the trade shows she ran and the publications
she was involved in. As a manager, Susan Murray led
by example. One of the keys to her success, something
she employed throughout all aspects of her life, was
balance. With grace and aptitude, she successfully
struck a balance between a full personal life and an
0 en-hectic professional life. In business, she com-
bined a guiding philosophy with rm direction. Susan
understood the importance of hard work, and also
play. She tackled new challenges with determination
and a jovial nature. In life she mastered equilibrium,
something many professional women struggle each
day to achieve.

Upon her death, Commonwealth Business Media,
Inc. created the Susan C. Murray Memorial Women'’s
Scholarship Program, to celebrate her life and suc-
cess. It's available to daughters and granddaughters of
rail industry professionals. In this way, as in so many
others, Susan's mentoring touch will live on for many
years to come.

All daughters and granddaughters of Watco Team
members are eligible to apply for the scholarship and
the deadline is February 26, 2010. e scholarship
provides $1,000 per semester for up to four consecu-
tive years.

Criteria for the scholarship includes:

o Scholarship shall be a maximum of four (4)
consecutive years' education.
« Eligibility: Daughters and grand-
daughters of ASLRRA members

Susan C.

and suppliers in good standing.

 Must have taken either the Scholastic Aptitude
Test (SAT), or the

American College Test (ACT), or in case of Ca-
nadian applicants, the recognized testing author-
ity. Canadian applicant's minimum score will be
determined by consultation with a recognized
Canadian education authority.

« Shall submit transcript of 3 1/2 years of High
School and pro e of applicant's school and
school's student performance.

« Shall demonstrate desire and intent by submit-
ting an essay of approximately 500 words with ap-
plication. e essay is very important and is given
large weight by the judges in their scoring.

« Will retain scholarship by maintaining, during
each school year, an average of 3.0 out of 4.0, and
continue to maintain a status of full time student.
At least one fourth of the requirements for the de-
gree must be completed each year so the student
will be classi ed as Sophomore, Junior and Senior
for each of the next three years.

» Must be enrolled in an accredited institution

of higher learning (two year or four year) before
payment is made.

 Will submit two letters of recommendation, one
being from student's high school counselor.

To access additional information regarding the
scholarship and application forms, visit the American
Short Line and Regional Railroad Association homep-
age at www.aslrra.org under Hot Tracks . Only candi-
dates whose applications meet all of the requirements
will be considered for the award.

Murray

MEMORIAL WOMEN'’S SCHOLARSHIP FUND
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Picture this...

Click. Now that you've taken the photo
what do you do with it? If it’s a picture
of a Watco switching facility, short line,
mechanical shop or transload facility you
need to send it in for consideration for the
2011 Wiatco calendar.

Plans are in the works for a 2011 calen-
dar and the style of calendar is dependent
on how many submissions are sent in.
E-mail your photos to: tvan@watcocompa-
nies.com with your name, the location the
photo was taken and any other descriptive
details that would be needed to identify
the photo. Put Watco Calendar in the
subject line.

If you are unable to send the photo elec-
tronically send the photograph snail-mail
to:

Tracie VanBecelaere
Communications Director
Wiatco Companies

315 W. 3rd Street
Pittsburg, KS 66762

Any photos sent through the mail will
not be returned so keep a copy for yourself
if you want one. You will be noti ed in
October if your photograph was chosen
for the calendar.




