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Honorable Judge Cynthia T. Brown:

Any and all petitions and requests for exemptions, waivers, and filings to expedite the process of
formalizing a state-subsidized rail purchase of the Union Pacific’s Reedsburg-Madison rail line
must be denied. This includes FD_35848 0 FD_ 35848 0 Wisconsin & Southern Railroad
L.L.C. (filing ID 236421) and Petition For Waiver (Filing ID 36422).

In 2011, Honorable Judge Cynthia Brown was substantially and materially mislead by Wisconsin
Department of Transportation Attorney Kathleen Chung and WATCO and a fast-tracked process
over the 2011 Christmas Holiday Season was abused to ensure that material facts were omitted
from the docket and decision process to approve the sale of controlling interests in Wisconsin &
Southern Railroad after the railroad’s operations were discovered to have been repeatedly abused
to illegally launder money largely to the benefit of current Wisconsin Governor Scott Walker.

All parties involved in promoting and then implementing Bill Gardner’s fraudulent sale of
operating agreements he breached via criminal & felonious abuses of WSOR’s operations have,
since 2011, refused to cooperate with requests for information, even when public agencies and
servants are obliged by Wisconsin’s Open Records law to cooperate.

An attorney for the major transit authority overseeing and administering operating agreements,
Eileen Brownlee, has misstated directly to me that it was permissible under binding contracts in-
force at the time for Bill Gardner to intentionally and repeatedly use WSOR operations to
commit felonies. The same misrepresentation has been made by WI DOT Attorney Kathleen
Chung. Wisconsin’s code of ethics do not allow lawyers to make misleading statements and to
make irresponsible claims that they ought no better to utter. All parties have prevented
Honorable Judge Cynthia Brown from being informed of key and material facts.
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Surface Transportation Board cannot approve any filings on the docket related to Union Pacific’s
sale of Reedsburg — Madison line in Wisconsin to WI DOT because:

e A Petition to Revoke Docket Number: FD 35573 0, WATCO Holdings, Inc. And
WATCO Transportation Services, L.L.C.--Acquisition of Control Exemption--Wisconsin
& Southern Railroad, L.L.C. will be submitted once parties delaying and obstructing
necessary and just requests for information are compelled to comply.

e Once the facts are known about Bill Gardner’s criminality directly abusing WSOR
operations almost exclusively for sitting Gov. Scott Walker and once it is revealed how
parties filing requests for waivers, exemptions, and expeditions have concealed this
material and critically relevant information; STB will need to void Honorable Judge
Cynthia Brown’s decision in that filing ab initio.

¢ No Petition to Revoke can yet be filed, however, until a series of open records requests
are justly, completely, and accurately fulfilled. As I will show, serious criminality clouds
previous decisions and this matter needs to be resolved. Parties at DOT and transit
authorities that administer and oversee operating agreements that clearly prevent
operations on state-owned track from serially launder money for partisan purposes, pay-
to-play, or outright bribes.

e The current petitions/filings by WATCO and Attorney Kathleen Chung, WI DOT are
inaccurate and misleading. The only reason she can state there is no opposition is that:

1. Little or no details have been released to anyone — like the fraudulent transfer
of breached operating agreements in 2011, everything about filings before
STB at this time related to WI DOT’s purchase of Reedsburg-Madison rail
line is cloaked in secrecy.

2. Per a WI DNR top state park administrator, Peter Beirmeier, Recreational
Planning And Development Chief (phone conversation on Tuesday, August
12, 2014) no information about the proposed Reedsburg/Madison rail line
purchase has been shared with his agency — even though all traffic on that line
filters through the public access and even campgrounds of Wisconsin’s #1
tourist attraction.

3. Peter Beirmeier; Recreation, Planning and Development Chief, Wisconsin
Department of Natural Resources and Devils Lake State Park Superintendent
Steve Schmelzer both state that developing the Reedsburg-Madison rail
corridor is incompatible with the public’s use and investments in Devils Lake
State Park. They also state that serious safety issues put the pubic in danger,
especially if the line is developed into a rail hub and corridor to haul silica
sand.

o Illegitimately fast-tracking the 2011 decision cited above resulted in grave and great
injustices. Current filings are demanding an expedited process that cannot be approved
as their only purpose is to prevent a complete and accurate docket for any and all STB
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decisions on petitions, waivers, and exemptions related to the Reedsburg-Madison rail
line purchase.

e Until the facts are known about the 2011 transfer of operating agreements that
specifically preclude the operations of WSOR from being criminally abused, STB has no
choice but to deny everything before it by WI DOT & WATCO/Wisconsin & Southern.

o Turge STB to exercise any and all powers it has to compel all parties to completely and
accurately release any and all information related to why operating agreements were not
enforced after they were proven to have been breached via serial criminality on the part
of Wisconsin & Southern operator Bill Gardner and key employees like current WATCO
Director Of Government Relations, Ken Lucht.

e [t appears that certain parties may be colluding to prevent timely fulfillment of open-
records requests that would allow the errors of FD 35573 to be redressed. These same
parties cannot be allowed to expedite any other filing, petition, waiver, exemption and/or
transaction until the underlining concerns, criminality, and issues related to a transfer of
operating agreements that appears fraudulent are on the docket and part of the public
record.

e No approval of the Reedsburg-Madison corridor can be justly made; nor can any requests
for waivers, exemptions, and expeditions be justified until WI DOT, transit authorities,
and WATCO are compelled to put on the record the economic justification for massive
state & federal subsidies to the largest privately-held multinational transportation holding
company in the world.

e The record will show that, as a result of proposed rail development and entirely withheld
from the public record, Wisconsin DNR, and Surface Transportation Board, is to enable
silica sand mining in Sauk County. It is absurd on its face to represent that 7 shippers
that historically have minimally used rail service justify tens-of-millions in public grants
and subsidies. WI DOT and WATCO cannot be allowed to shield the public and STB
from any and all information as to what commodities, traffic, and future train densities
will be on the line.

e Ifall relevant information was made public, many citizens would object to the
Reedsburg-Madison rail line purchase. Attorney Chung’s representations to the contrary
in her Petition for Declaratory Order, Filing ID 236416 are patently false. That
transaction and her filing underlie FD_35848 0 FD 35848 0 Wisconsin & Southern
Railroad L.L.C. Petition for Exemption (filing ID 236421) are materially misleading
because critical information is not being released. These 2 filings and any other pending
or future filings related to state and federal subsidies and grants to WATCO need to be
declined by STB until WI DOT, WATCO, and certain other parties are compelled to put
accurate and complete information on the docket.
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Over the Christmas Holidays of 2011, a travesty of justice, the fraudulent and largely secret
transfer of operating agreements that serial criminal Bill Gardner & key employees such as Ken
Lucht intentionally breached, was fast-tracked through Surface Transportation Board. This is not
the fault of Honorable Judge Cynthia Brown & Surface Transportation Board. It is the result of
what appears to be collaboration across a number of key players. If it can be shown this
happened to withhold information, these actions could be deemed criminal. Abuses of the fast-
tracking process in 2011 resulted in material facts from being part of the record. Those facts are
material to all current and future petitions and filings before STB related to direct and indirect
acquisitions and subsidies for WATCO/Wisconsin and Southern.

To date, the most salient facts related to how Bill Gardner was able to hold and then suddenly
transfer without scrutiny operating agreements that were intentionally breached are still
unknown. The only parties with information have yet to respond to legally binding, just, fair,
and necessary open-records requests.

In-fact, Wisconsin River Rail Transit Commission and their attorney, Eileen Brownlee, appear to
have now retained third-party counsel from Kopp McKichan, LLP, to prevent prompt release of
information that WRRTC and related organization clearly have and likely know to be
detrimental to related fillings made at Surface Transportation Board.

Charles Anderson, Secretary, Wisconsin River Rails Transit Commission, has repeatedly and
emphatically stated “OF COURSE” Bill Gardner and key employees criminality was discussed
including how it directly violated binding “Representations, Warranties, and Covenants” in
operating agreements. To date, however, no party will comply with legal, just, and necessary
open records requests. Any and all such dialogs needs to be part of the record at STB.

What is known, however, presents clear and convincing evidence that any and all information
related to the serious crimes that Bill Gardner and his criminal cohorts, including Ken Lucht,
commissioned was intentionally omitted from the record & decision process over a fast-tracked
Christmas Holiday approval process in 2011, preventing Honorable Cynthia Brown from
properly and completely assessing Docket No. FD 35573.

Her decision 42057, Service Date December 15, 2011, DO FR 4915 - 01 - P must be
reconsidered. The rule-of-law demands that Bill Gardner’s serial criminality and then transfer of
operating agreements he clearly and intentionally breached in collusion with key employee’s like
Ken Lucht has to be overturned. It is impossible that Gov. Scott Walker’s DOT was unaware of
Bill Gardner’s illegal use of WSOR’s checkbook to launder more than $50,000 to Friends of
Scott Walker. When Gardner’s and Lucht’s criminality was announced, secret “John Doe”
probes into Scott Walker’s political career also became public and were a key point-of-
contention in his 2012 recall.

WI DOT and/or transit authorities had a duty to ensure that operating agreements were enforced
before recommending approval of the 2011 transfer to WATCO. 1t is implausible that WATCO
was unaware of the criminality and its impact on operating agreements. WATCO had a duty to
ensure that assets and rights being purchased in 2011 were actually legal, binding, and not
tainted by criminality that might render contracts like operating agreements null-and-void. It is
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implausible to assume that WATCO negligently structured a multi-million dollar purchase
without protecting itself from charges that the deal and subsequent filings with STB could
possibly be nullified due to crimes on the part of any and all parties in the transaction.

For this reason, WATCO cannot be allowed to receive any waivers, exemptions, or expeditions
from Surface Transportation Board. It appears that they may have abused the process at STB in
the past and it is imperative that they not be allowed to abuse it again. If there was any collusion
by any parties to mislead STB, the appropriate legal sanctions need also be applied.

The only proper course of action that STB can fairly and justly take is to:

1. Deny any and all waivers, petitions, and requests to expedite; including the 2 pending
filings from WATCO, related to the Wisconsin & Southern Railroad.

2. Demand that, if WATCO and other parties are going to continue to sanctify the
criminality, felonious money laundering, and fraud that resuited in the transfer of
breached operating agreements in 2011, all parties must comply with a discovery process
that includes prompt and full disclosures under Open Records laws, especially as they
relate to oversight, discussions, deliberations, approvals, and processes to enable what
appears to potentially be a fraudulent transfer of operating agreements that all parties
knew could not be valid. WATCO and WI DOT must be compelled to fully comply with
the intent, letter of, and timelines of all procedures at Surface Transportation Board that
serve to protect the public, the rail industry, and the transportation industry as a whole.

3. There can be no just expeditions of anything before STB related to WI DOT and
WATCO. Instead, there needs to be an adequate and extended timeline for any and all
future considerations involving Wisconsin & Southern Railroad. It is unfair and unjust to
grant any expeditions or waivers/exemptions of any kind until Gardner, WATCO, WI-
DOT, transit authorities, and certain others come forward with material facts intentionally
and materially omitted from previous filings.

Honorable Judge Cynthia Brown must retroactively declare her December 15, 2011 approval
void ab initio per declarations in her decision 42057, Service Date December 15, 2011, DO FR
4915 - 01 - P. If this requires a formal Petition to Deny, then STB must decline to act on any
and all requests filed and pending from WI DOT & WATCO. STB has a duty to ensure that
information necessary to submit a Petition to Revoke is part of the public record so that said
petition can be filed. STB cannot act on anything to further engrain and institutionalize previous
errors directly caused by previous petitioners filings which intentionally and misleadingly omit
relevant and material information.

There are other compelling reasons to prevent any and all subsidized transactions that fall under
the jurisdiction of STB, any of which provide grounds to deny petitions and filings for waivers,
exemptions, and expeditions which WATCO and others have abused in the recent past and
appear to be abusing again.

I humbly submit to STB the following facts that WATCO & WI DOT cannot refute. Each needs
to put on the docket why the following material information was intentionally withheld from
STB:
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o Bill Gardner is a serial felon who had no choice to accept a very generous plea agreement
from Milwaukee County District Attorney’s office — the criminal complaint, settlement
offer, settlement agreements, and final Government Accountability press release
irrefutably document that Wisconsin and Southern was repeatedly used to criminally
launder money. One of the architects & enablers of Reedsburg-Madison rail purchase,
Ken Lucht, was part of the serial criminality which used Wisconsin & Southern freight
operations. From 2005-2010, criminal abuse of Wisconsin & Southern’s operations were
overwhelmingly used to fund Friends of Scott Walker, the man that currently oversees
Wisconsin Department of Transportation.

Ken Lucht, who is now identified as Director of Government Relations for WATCO
played a key role in Gardner’s criminality (documented in documents referred to as
Exhibit A-D), advocated for the transfer of operating agreements that he criminally
conspired to breach, and advocates for the purchase of Reedsburg-Madison line which
will have the effect of continuing to codify illegal money laundering, pay-to-play, and
outright bribes directly from Wisconsin and Southern freight operations.

Disturbingly, Ken Lucht’s job responsibilities at the time of his collusion with serial
money-laundering were as follows:

o 75% “of his time [is spent] with contacts on tasks involving government
contacts, mostly with the State of Wisconsin.”

o Lucht’s job description identified the other 25% of his time as “Lobby our
State and Federal lawmakers for railroad-friendly legislation” and “Lobby
our State and Federal Lawmakers for track & structures upgrades” (Criminal
Complaint, pg. 2-3).

o Itis public record (see criminal complaint) that WSOR is not only entirely
dependent of public subsidies to turn profits, but that the railroad itself is
structured to keep public monies flowing into the operation. The criminal
investigation (State of Wisconsin vs William E. Gardner) demonstrates that
Wisconsin and Southern is not economically viable without massive public
(federal and state) subsidies.

o The record shows that WATCO’s current Director of Government Relations
Ken Lucht, is willing to commit crimes for partisan purposes, apparently to
extract public monies that keep Wisconsin & Southern solvent,

e Not only were revenues from WSOR’s freight operations used to influence key
Wisconsin elections, including the successful gubernatorial campaign of current Gov.
Scott Walker, but the railroad appears to have used criminal campaign contributions as
pay-to-play. It is a matter of public record (State of Wisconsin vs William E. Gardner)
that the operator of Wisconsin and Southern pledged to do “everything I can to get you
[Scott Walker] into the Governor’s Mansion (figure 9, pg 10, State of Wisconsin vs
William E. Gardner)
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o It is remarkable that WATCO appears to have promoted Ken Lucht, now identified as
Director of Government Relations for the largest privately-held transportation holding
company in the word. WATCO cannot credibly state that the criminality of Bill Gardner,
key railroad employees, and the clear and concise language in operating agreements that
it purchased were unknown to them.

o While all facts related to what the preponderance of evidence proves to be a fraudulent
sale of operating agreements that Bill Gardner, as operator identified in legally binding
contracts, are unknown or incomplete and improperly absent from STB proceedings; the
criminal complaint, related documents, and Wisconsin DOT complicity with covering-up
these crimes as they relate to the continued validity of operating agreements, are
disturbing. Wisconsin DOT is now controlled by Governor Scott Walker — by far the
largest benefactor of the tens-of-thousands of dollars illegally laundered through the
freight operations of WSOR.

e The criminal complaint, in Exhibit A, persuasively demonstrates that, without state and
federal grants and other direct & indirect subsidies, Wisconsin and Southern railroad is
not economically viable and would not exist. Even if STB wants to ignore the misuse of
state and local monies, STB must act on Gardner’s criminality as it was also enabled by
federal funds.

o This [dispersal of federal funds] may even demand that STB refer the facts and merits of
my complaints to other federal agencies and oversight authorities for further investigation
and action. The Wisconsin and Southern Railroad was used to create great crimes against
the Citizens of Wisconsin, our Great Nation, and the rail industry as a whole.

e Statues of Limitations related to fraud generally do not apply until it has been discovered.
By keeping certain facts off-the-record, it is reasonable and justifiable to consider any
collusion to transfer breached operating agreements is still subject to investigation, trial,
and conviction. Perpetrators of these crimes cannot be allowed to stonewall, delay, deny,
and file incomplete and misleading statements with Surface Transportation Board.

e Many key facts are still unknown and responsible parties have not cooperated with open
records requests which were initiated in 2011. Key players even appear to be continuing
to file statements with material representations on the docket of STB:

o WIDOT Attorney Kathleen Chung claims that her department, no transit
authority, nor any of their boards of directors ever considered the impact of serial
criminal money laundering from freight operations and the boiler-plate
“Representations, Warranties, and Covenants” spelled out as actionable in
operating agreements.

o This is contradicted by Charles Anderson, a Secretary for Wisconsin Rivers Rail
Transit Commission. Anderson repeatedly and emphatically states that “OF
COURSE!” there we discussions about this at board meetings. Anderson points
out that the criminal abuse of WSOR’s freight operations were prominently
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covered in the news — everybody knew about the criminality at WSOR — it was
impossible to escape.

o Open records requests to Attorney Eileen Brownlee, attorney for Wisconsin River
Rails Transit Commission, will not cooperate in any way with documenting
Charles Anderson’s statement. In fact — when I first talked to her in July, she
misrepresented that operating agreements did not preclude any remedies for the
serial use of WSOR’s freight operations to illegally launder money. This is
patently false.

o A third-party Attorney, Michael Olds (documentation attached) was retained by 2
transit authorities to obstruct the discovery of evidence. Note that the document
emailed to me provides no helpful information other than a vague reference to
“commission boards” that passes-the-buck and, on behalf of said public
commissions/authorities, improperly consider my open records request “closed”.

o Wisconsin DOT has not cooperated with open records requests to find out why
Bill Gardner was able to use WSOR freight operations to serially launder money
and yet retain operating agreements.

o Wisconsin DOT cannot be allowed to codify and institutionalize this criminality
by imposing the exact same boiler-plate “Representation, Warranties, and
Covenants” into new operating agreements currently on the docket at STB.

o Frank Huntington, at WI DOT, apparently at the direction of John Corey, Dodge
County Corporation Council Counsel or other parties, is misstating and
obstructing the necessary and just discover process by claiming that public
attorneys, employed by the citizens to protect the public good and public
investments, are not allowed to release information with outside parties under
“attorney-client privilege or constitute attorney work product”.

o If Wisconsin DOT, DNR, public transit commissions/authorities, and their boards
are obstructing and circumventing the release of any-and-all information to
provide a materially complete and adequate process for any type of decision at
STB, they are responsible for any and all resulting delays. It is unjust, unfair, and
impossible to STB to expedite or approve anything for said parties when they are
hiding information and doing so intentionally and apparently in bad faith.

o Wisconsin Government Accountability Board (GAB), which lead the way to
minimizing the final plea agreement that gave serial criminal Bill Gardner and his
co-conspirators a slap on the wrist, appears to be complicit with the fact that
simple, plain, and clear language in WSOR operating agreements was never
enforce nor resolved and were entirely kept off the public record.

o GAB and the Milwaukee DA that prosecuted the case had/have no authority to
formally or informally protect Gardner, Lucht, and others from just and necessary
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enforcement of operating agreements that prohibit Wisconsin and Southern’s
operations from being used to serially commit crimes.

o  WATCO cannot be allowed to again exploit the decision process at STB with
demands for waivers, exemptions, and expedited timelines at STB. Atty. Chung’s
petition from August 7 (listed at 8 on docket), which underlies the
petitions/filing this response is to, is invalid and misrepresenting because:

1. If operating agreements contain “Representations, Warranties, and
Covenants” that prevent criminal activity from WSOR’s operations were
violated by Bill Gardner’s serial use of his railroad to illegally launder
money (with Ken Lucht’s participation), DOT and transit authorities had a
duty to act on these violations and had a duty to put them on the record at
Surface Transportation Board when Gardner transferred these breached
agreements to WATCO.

2. If the operating agreements that were transferred to WATCO in 2011
allow WSOR to be repeatedly used to criminally launder money, then
these contracts are entirely inadequate and negligently written to
potentially enable more illegal campaign donations, pay-to-play, and
outright bribes. Atty. Chung cannot be allowed to impose the same
negligent contractual language in the proposed operating agreement
identified in STB Finance Docket No. 35854, Wisconsin Department of
Transportation — Petition for Declaratory Ruling

As a result of many unanswered and vital open records requests, any and all requests by any
party to directly or indirectly enable approval of the Reedsburg-Madison rail purchase must be
summarily and promptly declined. Additional information that needs to be on the record, which
it appears DOT and transit commissioners are not cooperating with, include:

1. Any and all documents and information related to the decision to not hold Bill
Gardner responsible for criminally using WSOR's operations to illegally launder
money by revoking operating agreements that appear to specifically preclude these
types of crimes.

2. Any and all documents and information related to the decision(s) to withhold material
information about the serial criminality that WSOR's operations have been used for
from Surface Transportation Board in December 2011 and in Atty. Chung's filings
this August.

3. Identifies and contact information for all agencies and board members with oversight
responsibilities for operating agreements that give WSOR the exclusive rights.

4. Surveys of potential traffic, frequency of freight trains, and commodities likely to be
hauled on Reedsburg-Madison rail line after purchase from UP.
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5. Communications and information shared with DNR and all other public officials
involved with the administration & operations of Devils Lake State Park.

6. Communications and information shared with board members of "Friends of
Wisconsin State Parks" and "Friends of Devils Lake State Park.

7. Any and all communications and information, including but not limited to, safety
plans and ensuring that a dangerous situation does not develop along the shores of
Devils Lake, Devils Lake State Parks, and along the trails that frequently run adjacent
to and cross railroad tracks amid the steep bluffs and rock outcroppings at Devils
Lake State Park.

8. The record will show that for at least 50 years, the rail corridor from the north end of
Devils Lake to the South End has been used by the public as a de-facto path to move
from one end of Wisconsin’s most popular tourist attraction to the other. Thisisa
line that Chicago and North Western (original owner) would have abandoned if not
for a quarry that mined its “pink lady” ballast — the line has been essentially dormant
for decades and, even today, reportedly does not handle more than one train per day.

There are other manifestly legitimate reasons for Honorable Judge Cynthia Brown to
immediately deny WATCO’s Finance Docket No. 35848, Wisconsin & Southern Railroad,
L.L.C. — Acquisition and Operation Exemption — Union Pacific Railroad Company. The petition
here is entirely moot if FD_35854_0 Case Title: Wisconsin Department of Transportation--
Petition for Declaratory Order is denied. If the rule of law is to prevail — STB has not choice to
promptly deny.

Only then will WI DOT and other parties decide it is in their best interest to cooperate with open
records requests. In short, by even allowing Atty. Chung’s recent filing to remain under
consideration, no discovery of material facts via legal, just, and necessary open records requests
will occur.

No party in this case and all related filings can credibly cite previous decisions as relevant and
compelling in requests for waivers, exemptions, expeditions, and other filings. WSOR, unlike
every other railroad case being misrepresented as supporting these filings, has a history of being
a criminal enterprise — illegally laundering tens-of-thousands of dollars thought freight
operations.

The prime beneficiary since 2005 has been the man responsible for the transaction before STB
now, Gov. Scott Walker. Attorney Kathleen Chung serves at the pleasure of Scott Walker. It is
not credible that the man who accepted the criminal donations laundered through WSOR
operations and is at the center of current investigations can directly or indirectly be part of hiding
these material facts from STB and misrepresenting that all operating agreements allow and
enable this type of criminality in the past and in the future. This alone is enough for STB to deny
this petition and all others related to the acquisition of Reedsburg-Madison rail corridor.

Reply to WATCO Filing FD_35848 0 Wisconsin & Southern Railroad L.L.C. Petition For Exemption
236421 and Petition For Waiver 36422 Page 10 of 14



It is an indisputable and objective fact that Gov. Scott Walker is described by prosecutors in
ongoing criminal investigations a participated in a “criminal scheme” to coordinate fundraising
for Republicans. Until STB is allowed to see the evidence and contemplate whether approving
massive subsidies & acquisitions for WATCO is directly or indirectly related to this “criminal
scheme”, no decision to approve anything related to the Reedsburg-Madison rail line can be
Jjustly made.

Because Bill Gardner’s criminality was the first indictment and conviction in the ongoing drama
referred to as “John Doe” and “Walkergate”, At the very least, Surface Transportation Board
needs to stay any and all petitions and expeditions until said criminal investigations are fully
resolved.

Despite the fact that the largest privately held transportation holding company in the world,
WATCO, demands and receives massive federal and state public subsidies, it can be objectively
shown to be a very poor corporate citizen. WATCO’s representations on page 8 (WATCO
Filing FD_35848_0 Wisconsin & Southern Railroad L.L.C. Petition For Exemption [Filing ID
236421]) of about increases in rail traffic cannot be taken seriously:

1. Other cases cited as precedence were not tinged with criminality and potential fraud. It is
common to consider a “discovery rule” for these type of crimes which allows for the
possibility that a crime might not be discovered at the same time that it is committed.

2. Wisconsin DOT, Bill Gardner, WATCO, and certain other parties are obstructing the
release of information needed to determine if and when fraud may have been committed.
These issues are still valid and potentially subject to criminal and civil action.

3. Facts 1 & 2 above mean every precedent cited by WATCO in their filing does not apply
and no future filings related to Wisconsin and Southern can be approved.

4. Representation on page 8 of WATCO’s filing cannot be taken at face value because (a)
they provide no context nor timeline for when freight train density will increase (b) if
their request is granted, there can be no recourse even if WATCO’s statements to STB
can be shown to be disingenuous or inaccurate.

5. WATCO and WI DOT need to be compelled to release traffic studies and any and all
documentation of future rail use (critical parts of open records request cited above). If, in
fact, WI DOT knows that Sauk County is going to experience a rapid and exponential
development of frac sand mining, then the fact that, overtime, this will create an
exponential increase in traffic greatly exceeding WATCO’s representations on page 8
needs to be considered.

6. DNR geological studies, which have been scrubbed from DNR Website when Gov. Scott
Walker because executive, clearly indicate that the region contains unique, valuable, and
highly-demanded quartz silica sand crystal structures. It appears that this underlies the
motivation to purchase the Reedsburg rail line, yet WI DOT is refusing to provide
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information and has even refused to inform WI DNR officials that oversee Wisconsin’s
#1 tourist attraction — Devils Lake State Park, through which this traffic must pass.

7. Thave contacted that park’s Superintendent; Friends of Devils Lake State Park Board
President, Todd Persche; Peter Beirmeier, Recreational Planning And Development
Chief, Wisconsin State Parks; and Devils Lake State Park Superintendent, Steve
Schmelzer. All confirm and are disturbed by the secrecy in which DOT and WATCO are
proceeding. Wisconsin’s #1 tourist attraction is at-risk.

8. Public safety is clearly at risk even using WATCO’s representations on page 8 of their
filings — but these numbers can reasonably be shown to be nothing more than arbitrary
guesses entirely contrived to conform with previous decisions — precedents that do not
apply given the criminality, potential fraud, ongoing unresolved criminal investigations,
and lack-of-disclosure that exists across all filling related to WATCO, Bill Gardner, &
WIDOT in 2011 and now 2014.

9. The public’s investments developing Devils Lake State Park are at-risk and the public’s
ability to enjoy said park is greatly diminished even using WATCO’s representations on
page 8 (WATCO Filing FD_35848 0 Wisconsin & Southern Railroad L.L.C. Petition
For Exemption [Filing ID 236421]). The record will show, however, that withheld from
STB and the public at-large is the fact that this transaction is likely all about frac sand
mining and this rail traffic is being concealed from STB and other stakeholders.

It isn’t just in this case before STB that WATCO can be shown to be materially misrepresenting
key facts. While not before the STB, it is appropriate and necessary to add to the docket that
WATCO proclaims it has no duty to follow the rule-of-law. WATCO’s Wisconsin and Southern
Railroad is not a series of disconnected assets. Subsidizing any one aspect of a railroad
inherently subsidizes the entire railroad and The Nations interconnected rail network.

While not before STB, it is materially relevant and necessary to point out that WATCO’s legal
opinion, as stated in legal opinion submitted to Wisconsin Department of DNR (Exhibit H, Ryan
Sauter, Short Elliott Hendrickson):

Concurrent to this effort, WSOR has indicated that they intend to initiate
development of this property under the authority granted by the commerce clause
and will use federal pre-emption to begin this project without regulatory permits
in place. WSOR has indicated and has reiterated in the past that they intend to
comply as much as possible with the regulations or general requirements of the
regulations under your jurisdiction; however, given the time constraints of the
application and approval processes, WSOR is unable to complete the permitting
and approval processes before breaking ground and commencing construction
activities.

WATCO is directly stating that they refuse to acknowledge any and all oversight, regulation, and
even permitting processes — their stated contempt for the rule of law is related to their integrity in
the filings this petition objects to. If WATCO can circumvent decades of clear and consistent
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legal precedence no representation made in WATCO Filing FD 35848 0 Wisconsin & Southern
Railroad L.L.C. Petition For Exemption 236421 has any meaning.

WATCO credibility in the above-cited filing is related to their use of accounting/bookkeeping
tricks to falsely claim that certain investments made in their freight operations are private and
others are public. These misrepresentations of the economic realities of WSOR are used to
justify claims that they are exempt from regulation and oversight. In fact, according to the
criminal complaint against Bill Gardner (Exhibits A-D) WSOR cannot economically exist
without public subsidies. The current filings by WI DOT and WATCO are entirely related to
massive public subsidies and investments.

A rail system is not a series of disconnected tracks, facilities, and other infrastructure. Public
investments in any part of the infrastructure or operations subsidize the entire railroad. It is
entirely arbitrary for WATCO to proclaim that one type of money (i.e. private funds) is being
used to develop or fund any asset or section at WSOR. In-fact, each and every dollar of public
investment is what enables each and every dollar of private capital to be spent anywhere else.

The Reedsburg-Madison issues are critical -- the tens-of-millions of dollars in public subsidies
here enable WATCO to allocate resources elsewhere and misrepresent certain developments as
"private" funding. These false distinctions between public and private, when the railroad's
viability is based on public investments is a lie that cannot go unchallenged. WATCO is trying
to misrepresent arbitrary distinctions between the allocations of funds as:

1. Justifying its rights to violate applicable and just regulations and laws

2. Falsely promote itself as a "white knight" that is using private funds in the best-
interest of the public which subsidizes the railroad.

In fact, the exact opposite is true. WATCO knowingly or unknowingly bellied up to the public
trough and bailed serial criminal Bill Gardner out of an untenable sitution, enabling him to parlay
his serial criminal money laundering through WSOR freight operations into a payday reportedly
worth more-than $70 million dollars.

If there was collusion in this process to hide or misrepresent Gardner and key employees,
including Ken Lucht’s crimes and prevent enforcement of “Representations, Warranties, and
Covenants” in operating agreements; the sale itself in 2011 could be considered fraudulent.
Parties with duties to follow open records laws are not cooperating with just, fair, and necessary
requests for information. This means that they are preventing discover of potential fraud —
therefor applicable statutes of limitations for such crimes do not apply in this case.

No statute of limitations applies until information necessary to set the record straight is released
and reviewed. It may be that only the discovery process of civil litigation will compel the truth
to emerge.

WATCO’s filing, Finance Docket No. 35848, Wisconsin & Southern Railroad, L.L.C. ~
Acquisition and Operation Exemption must be denied as must all other attempts to enable and
enforce approval of further public subsidies to WATCO and their apparent attempt to develop a
frac sand hub and high-density corridor along Reedsburg-Madison line which will impact other
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operations and unresolved issues along this heavily subsidized railroad — including the recent
developments at Prairie du Chien and the original historic Milwaukee & Mississippi rail corridor.

History shows that the development of railroad in Wisconsin in the 1850s were corrupt and
criminal to the extreme. Indeed, Surface Transportation Board exists to prevent the public from
being hijacked and exploited by robber barons. Surface Transportation Board must expect more
from Scott Walker’s WI DOT and the largest privately-held transportation holding company in
the world, of Wichita, KS, WATCO.

Exhibits
Exhibit A: State of Wisconsin vs William E. Gardner
Exhibit B: Milwaukee District Attorney Settlement Agreement Letter

Exhibit C: Government Accountability Board Settlement: State of Wisconsin vs William E.
Gardner.

Exhibit D: Government Accountability Board Press Release: Case #2010-05

Exhibit E: Request for 60 Day Stay for Fact-Finding by Rep. Brett Hulsey and other Wisconsin
Assembly Members

Exhibit F: Request from Sen. Tim Cullen for Reconsideration of Gardner/WATCO Fast-
Tracked Approval over Christmas Holiday of 2011

Exhibit G: WATCO Letter to DNR Stating They Are Not Bound by City, County, and State
Oversight.

Exhibit F: Open Records Request & Denial (NOTE: Transit Commissions Will Not Release
Information about Failures to Enforce Operating Agreements Nor Will They Identify Board of
Directors. This reply disingenuously only makes vague references to “Commission Boards”
despite repeated and specific request for information from and about Southwest Wisconsin
Regional Transit Commission and all entities associated with said group and oversight and
administration of WSOR leases.)

Exhibit G: Reiteration of key open records requests pending before WI DOT (NOTE: This
document was prepared per a request from a prominent Wisconsin Senator’s office. Nothing in
this request is a new demand under open records laws. All the information identified by this
document is material to Docket Number: FD 35573 0, WATCO Holdings, Inc. And WATCO
Transportation Services, L.L.C.--Acquisition of Control Exemption--Wisconsin & Southern
Railroad, L.L.C. (fast-track Christmas Holiday approval, 2011).

Exhibit H: Memo, Ryan Sauter, Short Elliott Hendrickson

Exhibit I: Wisconsin’s Silica Sand Formation, Rail Service, and Development of Frac Sand
Mining in Wisconsin
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CIRCUIT COURT

STATE OF WISCONSIN CRIMINAL DIVISION WASHINGTON COUNTY
STATE OF WISCONSIN CRIMINAL COMPLAINT
Plaintiff,
vs. ’ DA Case No.: En
<ED
Gardner, William E. Complaining Witness: A PR 11
Dean Nickel o 20 n
L) CReyy
DOB: ) SHNGTON et COURY
Defendant, Court Case No.: 2 W 53095

THE ABOVE NAMED COMPLAINING WITNESS BEING DULY SWORN, ON INFORMATION AND
BELIEF STATES THAT:

The ahave«mad defenﬁant %etween abmt Novem bsr 1, 2&&9 and Aprzi 39, 20‘!{) at 5300 North
33rd Street, Milwaukee, did, as party o a crime, make cantnhuﬁona o a candidate for slection to the
Office of Governor, to wit: Scott Walker, exceeding $10,000 during the campaign period, by an amount
greater than $100, contrary to Wis. Stats, §§11.26(1), 11.61(1)(b) and 939.05.

COUNT 2: UNLAWFUL POLITICAL CONTRIBUTIONS ~ PARTY TO A CRIME
The above-named defendant, between about Novem ber 1, 2009 and April 30, 2010, at 5300 North

33rd Street, Milwaukee, did, as party to a crime, furnish funds to other persons for the purpose of
making contributions In other psrsons’ names, contrary to Wis, Stats. §§11.24(1), 11 81(‘5}(3) and
939.05.

ASTOCO :
Upon conviction of these offenses, Class | felonies, as to each Count, the defendant may be fined not
more than $10,000, or imprisoned not more than 3.5 years or both.

Introductio riginatio ve:

Complainant states that he is a retired certified law enforcement officer working under contract as an
investigator with the Government Accountability Board (GAB). | have over 30 years of law enforcement
experience in the State of Wisconsin, | was employed from May 19786 until March 1980 with the City of
Brodhead {Wisconsin) Police Department. | was employed for over 26 years (1980-2008) with the
Wisconsin Department of Justice, Division of Criminal investigation (DCl). During that time period, |
investigated and supervised investigation in numerous financial crimes, including money laundering,
embezzlament, price fixing and other forms of financial misconduct. From 2001 untdl 2008, 1
supervised the Financial Crimes and Public Integrity Units of DCL | have recsived training in financial
crimes investigation from the Drug Enforcement Administration, International Association of Financial
Crime Investigators and the U.8. Treasury Department,

Based upon my work in this investigation, | know that Willlam Gardner, the defendant, Is the owner of
the Wisconsin and Southern Railroad (hereinafter referred to as “the Railroad” or "WSOR"), Having
obtained a Search Warrant for computer and other digital information at the corporate headquarters
and having gathered that information with the consent and cooperation of the Railroad, | know the
Railroad is headquartered in Milwaukes, Wisconsin, The corporate offices are located at 5300 North
33rd Strest, Milwaukse, Wisconsin, Financial operations for the corporation are conducted from that
address.
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This investigation was formally initiated on May 10, 2010 by the Government Accountability Board, It
was based upon a com plaint by a former woman friend of William Gardner. Described in greater detall
below, on April 19, 2010, the former friend contacted Attorney Michael Haas of the Gover nment
Accountability Board. She said an unnamed individual was supporting a candidate who was “for” the
individual's business, and that he (the unnamed man) had asked her (the friend) to make a contribution
fo the candidate using the unnamed man’s funds. She is not identified by name in this complaint at her
request.

Although the friend did not identify Willlam Gardner by name, based upon information that she did
shara, Attorney Haas was abile to identify the person as Willlam Gardner and the business as the
Wisconsin & Southern Raitroad.

Jurisdiction & Ven

William Gardner is a resident of Hartford, Wisconsin having an address of m
By operation of law, notwithstanding the fact that all transactional events took place in the City a
County of Milwaukee, the County of Washington Is the proper jurisdiction and venue for the prosecution
of these crimes. See Wis. Stats. §§11.61(2) and 971.18(12).

On May 18, 2010, William Gardner, through his attorneys, contacted the Gover nment Accountability
Board., Gardner thereafter provided information in the form of Exhibit A. His disclosure reflects a
continuing pattern of rallroad employees (and his daughter Stephanie Schiadweiler} who were
reimbursed — with either Gardner's personal funds or the funds of the Wisconsin and Southern Railroad
- for contributions mads to political candidates.

in May 2010, the Government Accountability Board consulted with Milwaukee County Assistant District
Attorney Bruce J. Landgraf, whoss office had the responsi bility to investigate the corporation inasmuch
as Railroad is headquartered in Milwaukee County. Subsequently, Assistant District Altorney Landgraf,
as the designee of Milwaukee County District Attomey John Chisholm, was appointed to serve as a
Special Prosecutor for Washington County, thereby allowing him to handle iss ues invoiving both
jurisdictions,

This investigation was thereafter conducted under the auspices of an ongoing Milwaukee County John
Doe investigation, Milwaukee County Case No. 10JD000007. The Honorable Neal Nettes heim
presides over this John Doe proceeding. The John Doe is subject to a Secrecy Order, To the extent
that the John Doe investigation relates to Willlam Gardner and the Wisconsin and Southern Raliroad,
Judge Nettesheim has authorized the release of information necessary for the prosecution of Willlam
Gardner, the Rallroad and all rafiroad employees.

At all relevant times for purposes of this complaint, | know that Scott Walker was a candidate for the
Offics of Governor, Having received the nomination of his parly, Mr. Walker was elected Governor in
November 2010,

Summary of the Investigation
As developed during the course of this investigation, Willlam Gardner and the Wisconsin and Southern

Railroad have cultivated an ongoing relationship with the State of Wisconsin, local governments and
their policy makers. Based upon testimony and documentary evidence gathered in this John Doe
investigation, | know that the Railroad receives millions of dollars in grants and loans from the State of
Wisconsin. Indeed, the corporate chief financlal officer describad this revenue source as “essential” to
the operation of the Railroad. To this end, the Railroad employs Ken Lucht to function as a

government liaison. For example, according to his 2009 job description, he spent more than 75% of his
time on tasks involving contact with government agencles, especially the State government.
Specifically, 25% of his job was describad as *Lobby our state and federal lawmakers for railroad-
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friendly legisiation,” and "Lobby our state and federal lawmakers for increased funding for track &
structure upgrades.”

On or about November 15, 2005, GAB records reflect that Mr. Gardner paid a $1,000 forfeiture to the
State of Wisconsin Ethics Board for a violation of campaign finance laws. He made a $5,000
contribution in July of 2005 during a period while he was acting as a | obbyist. At the time of the
contribution, Gardner, a3 a registered lobbyist, was prohibited from making such a contribution.
Gardner was reimbursed by the Friends of Scott Walker for this contribution on November 17, 2005.
See Exhibit A. As refiected on Exhibit A (provided to the investigation by Wi lllam Gardner), Gardner
“donated back” the same amount to the Friends of Scott Walker through his daughter, Stephanie
Schiadweller, on the same day, November 17, 2005,

On November 18, 2008, during the recent election cycle, Gardner made a $5,000 contribution to the
Friends of Scott Walker. A Subpoena for Documents was issued for the Wells Fargo Bank account of
Willlam Gardner and bank records indicate that Check No. 4007 was issued to, and nagotiated by, the
Friends of Scott Walker (also referred to hereinafter as “FOSW"). See Figure 1.

Figure 1

On November 19, 2009, e-maills exchanged by FOSW staffers Luke Fuller and Joe Fadness reflect
that: "I (Fuller) Just spoke with Bill Gardner, he said he is to mall a check for $5,000 today. He
would like Scott to give him a call also. His cellis ., . *

On or about November 20, 2008, based upon my review of WSOR documents provided to the
investigation by William Gardner, Gardner submitted an expense statement to the Raliroad that
included an expense for “Friends of Scott Walker” "Contribution for Governor” In the amount of $5,000.
Gardner's Wells Fargo Bank records reflect that a WSOR corporate expense check in an amount
matching the November 20, 2009 expense statement w as deposited into his account on November 23,
2009.

In November 2009, Gardner also wrote checks to Repres entative Mike Sheridan and the Assembly
Democratic Campaign Committee in amounts of $2,000 each. A State Assemblyperson Is limited by
law to a maximum donation of $500 par election cycle. Mr. Gardnar ultimately issuad checks in the
amount of $500 to Repres ontative Sheridan and $3,500 to the ADCC. This gives risa to the fair
inference that Mr. Gardner was informad as to the law of campaign contribution limits. Indeed, in his
testimony before John Doe Judge Neal Nettes heim, lobbyist Ken Lucht testified that he did research
and “very well could have” created a document that digested the limits that could be contributed to a
candidate in the races for Governor, Assembly and Senate. The document (sea Figure 2 below) was
recovered as part of the Search Warrant executed on June 24, 2010 at the Railroad for digital evidence
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Campaign Finance Rules

For anyone glving money to candidate:

Gubernatorial Race  $10,000 aggregate limit Per Election Cycle

Assembly Race $500.00 aggregate limit per election cycle
Senate Race $1,000 aggregate limit per election cycle
- Figure 2

in the form of e-malls and network files. The "meta-data” for the Microsoft WORD fite shown in Figure
2 lists Lucht as the “Author” of the document. The document specifically identifies $10,000 as the
maxirnum sum which could be contributed fo a gubernatorial candidate In an slection cycle.
Concerning this document, Lucht testified as follows:

Q. My first guestion would be, what were the clrcumstances
as best you recall that led to the research that's
represented by this document?

A. Bill Garxdner had asked some questioés. He asked me
questions about how much he could contribute towards a

candidate or candidates. I did not have the answers

that he was looking for, so I did some research,

Lucht further testified that he shared his research with Gardner, The “Last Modifled” date of this
document was January 28, 2010, as reflected in the “meta-data” for the WORD file.

On December 10, 2009, FOSW staffer Joe Fadness wrote to William Gardner in an e-mall, "This is
confirmation of your breakfast meeting with County Executive Scott Walker on Monday, December 21."

On Dacember 14, 2009, Railroad employee Steven Beske donated to the Friends of Scott Walker. In
his John Doe testimony, Steven Beske stated that he is the Superintendent of Transportation for the
Raiiroad. Beske testified that he contributed $5,000 to the Friends of Scoft Walker “because Bijl
Gardner asked me {Beske) to.” Beske was asked the following question and gave the answer set forth
below:
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0. ©Okay. And tell me what you recall about that

convergation that you had with Mr. Gardner.

A. It was very brief. Just could you write cut a
check for 35,000 to the Scott Walker campaign.
I'11 get you the exact name to put on the check and
I'1L) get you a@n address of where to send it. And
then £il11l out an expense form for reimbursement and
give that to Gibby. And then don't send in your
check until you get the check from WSOR, so your
account lan't overdrawn or you're having problems

of that nature.

"Gibby” is identified as Gilbert Loberg. Hs works in the Accounting Division of the Railroad and he
processes expense reimbursement requests. Beske testified that he wrote out a contribution check
payabie to the F riends of Scolt Walker dated December 14, 2009, The John Doe Judge issued a
Subpoena Duces Tecum for the bank records of Mr. Beske at Chase Bank. Those records confirm the
deposit of a Raliroad chack in the amount of $5,000, posted on December 17, 2009, Further these
bank records indicate that on December 18, 2008, Chase B ank processed a check payable fo, and
endorsed by, the Friends of Scott Walker in the amount of $5,000.

On December 14, 2009, the same day that Mr. Beske wrotle out his contribution check, Gardner's
former friend made out a check payabie to the Friends of Scott Walker in the amount of $10,000. She
has told GAB attorneys and investigators that William Gardner directed her to do this. She further
stated that she received a personal check from Willlam Gardner in the amount of $10,000 to fund this
contribution. Her bank records, obtained by order of the John Doe Judge from Chase Bank, confirm
her statermnents, The friend also stated that she left Wil llam Gardner during an argument in December
2008, After the break-up, but before the $10,000 check clea red the bank, she learned from a friend,
Gregory Edminster, that this activity was probably illegal. She stopped payment on the $10,000 check .
to the Friends of Scott Walker and thereafter retumed the money to Gardner. These facts are also
confirmed by an examination of her Chase Bank records.

A dispute ensued concerning personal properly. The dispute concerned both items given to the friend
and items belonging to the friend but retained by Gardner. This dispute ultimately led to the contact
between the friend and the Government Accountability Board on April 19, 2010 described below.

WSOR corporste records provided fo the investigation by the Railroad, as well as Wells Fargo Bank
records obtained by court order, indicate that Gardner was issued a check by the Railroad for a sum
including the $10,000 contribution by the friend. See Exhibit A, The reimbursement check was Issued
on or about Decemnber 17, 2009 and was deposited into Mr. Gardner's account on December 18, 2008,

On December 14, 2009, Willam Gardner wrote out 2 second check to the Friends of Scolt Walker in
the amount of $5,000. Gardner received the sum of $5,000 in the form of reimbursement from the
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corporation. See Exhibit A. The check was cashed by the campaign committee. Wells Fargo Bank
regords-confirm thege facts.

On December 15, 2010, James Lombard wrote a check out to the Friends of Scott Walker in the
amount of $5,000. In his John Doe testimony, Mr. Lombard testified that he is the Vice-President of
Marketing and Sales for the Railroad. Lombard testified that he contributed $5,000 to the Friends of
Scott Walker at the request of William Gardner. He further testified that he submitted an expense
reimbursement request for $5,000 and ther eafter he received and cashed a check in that amount
issued by the corporation. Mr. Lombard's bank records confirm his testimony.

On December 21, 2008, FOSW staffer Joa Fadness wrote in an e-mail (produced by the campaign to
the GAB investigators) the following concerning William Gardner:

Bill Gardner pledged to raise $30K by 12/31/09. To that end, please be on the lookout
for the money listed below. it should be categorized as follows - Category type: Misc;
Category: Finance Committes (2010). Please put "Bill Gardner Commitment” in the
infemal memo.

The FOSW campaign provided records indicating that William Gardner met with the candidate Scott
Waiker on December 21, 2009 at the Crowne Plaza and Suites in Milwaukes.

On January 5, 2010, based upon my examination of e-mails exchanged between Gardner and his ex-
friend, Gardner learned from the FOSW campaign committee that a “Stop Payment” on the friend’s
$10,000 contribution check had been issued. Except as otherwise noted in this paragraph, there is no
indication in e-mall evidence or otherwise that the illegal character of the reimbursed contributions was
discussed with Gardner until April. Likewise, it appears that the friend did not explain the reason for the
Stop Payment to the campaign. However, | did conduct an interview of Gregory Edminster, the person
who told the friend that the practice of reimbursing political campaign contributions was likely illegal.

He stated that he contacted the campaign and he was assured by a campaign committee management
staff member that the campaign “had methods to detect illegal contributions and that they were
confident that thers were no illegal contributions coming into the Waiker campaign.”

In February 2010, Ken Lucht, the Governmental Relations person for the Railroad, was solicited by
William Gardner to contribute $5,000 to the Friends of Scott Walker. He was in fact “reimbursed” by

~ the Rallroad for that amount and this is confirmed by a review of Lucht's Summit Credit Union financial
records. However, as Lucht stated In his John Dos testimony, he did not forward this contribution fo
the Walker campaign. He kept the money, he testified, because he did not think it was “right” to
contribute the money. He returned the money {o the WSOR corporation in May of 2010 after William
Gardner publicly disclosed his conduct ins violation of the campaign finance laws.

in February 2010, Bernard Meighan contributed to the Scott Walker campaign. Mr. Meighan testified at
the John Doe proceeding that he is the Super intendent for Maintenance for the Railroad. He further
stated that he was asked by William Gardner to maks a $5,000 contribution to the Friends of Scott
Walker under circumstances like those described above by other employees. Namely, he expected to
submit an expense form to the corporation and be reimbursed for the contribution. He forwarded a
personal check dated February 3, 2010 in the amount of $5,000 fo the Friends of Scolt Walker. An
examination of his bank records, subpoenaed by the John D oe Judge from the Horicon Bank, confirm
that on February 18, 2010 a WSOR check in the amount of $5,000 was deposited into Melghan's
personal bank account, Bank records further refiact that on February 24, 2010 a check payable to, and
sndorsed by, the Friends of Scott Walker was posted to, and paid out of, M sighan’s personal account.
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On March 16, 2010, based upon a revi ew of e-mails provided by the campalign committee, Gardner
wrote to Walker fundraiser Dan Morse telling him that he {Gardner) had “rounded up” two others for
$5,000 each, referring to Lucht and Meighan.

Based upon e-mails developed through the execution of the Sear ch Warrant at the Raitroad for digital
evidence from the WSOR network and e-mail system, the e-mail represented by Figure 3 was
discovered. On March 2, 2010, Gardner wrote to FOSW fundraiser Dan Morse, "Do | need fo buy a
ticket for the dinner on Monday??7797792 977777, a reference fo a fundraiser dinner featuring Jeb
Bush. Morse wrote back to Gardner (as shown in Figure 3) that he was "maxxed out,” meaning he
could not legally contribute more to the Friends of Scott Walker,

From: Dan Morse

Sent; Tuesday, March 02, 2010 4:36 PM
To: Bil Gardner

Subject: RE: Dinner with Jeb Bush

Lat me pul you in touch with Mary Stitt, the person incharge of the event.  Since you are maxxed out, that
will not be a problem,

Please let me know if you do not hear form her in the next 24 hours,

Thanks
Dan

Figure 3

Morse then immediately contacted Mary Stit, another campalgn fundraiser, indicating that Gardner
was raising $100,000 for Scott Walker and needed a seat at the Jeb Bush dinner,

From: Dan Morse m
Sent: Tuesday, March 02, 2010 436 PM

Tos 'Mary Stitt’
Subject: PA: Dinner with Jeb Bush

Can you plesse etmall Bl Gamder? e manoced out already and is In the middie of ralsing $100,000 for Scott, Canwe
take care of him at the Rourdiabie and whatever else he warts?

{ told Hm you woud call or emall Hm

Dan
Figure 4

On the same day, March 2, 2010, David Hackbarth was solicited by Gardner to make a contribution to
the Friends of Scolt Walker. David Hackbarth testified at the John Doe proceedings that he s tha Chief
Mechanical Officer for the Railroad. He identified a copy of a check, No, 4333, dated March 22, 2010
payable to the Friends of Scott Walker in the amount of $4,900. Like the other employees identified
sariier in this complaint, he stated he was reimbursed for this contribution by the Raliroad.

At the same time that David Hackbarth was sclicited {0 make a contribution, on March 2, 2010, Dale
Thomas was also solicited. At the John Doe hearings, Thomas testified that he is the Chief M echanical
Officer / Cars for the Railroad. He too confirmed that he was solicited by Gardner to make a
contribution to the Friends of Scot Walker in the amount of $4,800, that he made the contribution and
that he was reimbursed by the Railroad in that amount. An examination of Thomas’ M&! Bank records,
subpoenaed by the John Doe Judge, confirms these statements by Thomas.
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Moreover, Thomas testified to the following series of e-mails (Figure 5 to Figure 8 below).

From: Bill Gardner

Sent: Tuesday, March 02, 2010 14:43
To: Dale Thomas

Subject: Scott Walker

Dale,

in the next week turn in an expense remi showing that you paid to Scott Walker (Friends of Scoft
Walker) a check for $4,900.00.

Once Gibby give you the check deposit it in your checking account. Once that is done then write a check
to Scott Walker from your own personally account for the sum of $4,800.00 and send the Check to

Friends of Scott Walker
Post Office Box 100828
Wauwatosa, Wi 53210

Keep me posted on this and when the checis sent... ...

bg
Flgure §

From: Dale Thomas

Sent: Tuesday, March 02, 2010 5:07 PM
To: Bill Gardner

Subject: RE: Scott Walker

Will Do.

Frome Bill Gardner

Sent: Tuesday, March 02, 2010 17:30
To: Dale Thomas

Subject; RE: Scott Walker

And lets not blab this around...... ...
bg

Figure7
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From: Dale Thomas

Sent: Tuesday, March 02, 2010554 PM
Yo 8ill Gardner

Subject: RE: Soott Waker

*:inda figurs that, my lips are sesded,
e

Figure 8

When asked to explain his "my lips are sealed” responss, Thomas stated that he "wondered” if it was
legal and that he "found it all to be quite odd:”

Q. And if I'm reading this correctly, you replied to
him, T kind of figured that, my lips are sealed;
correct?

A, Yas,

Q. What did you mean by that?

A. I wasn't going to take this outside of the company
or to somebody that was not at & management level.

. Okay. Did you belisve when you read it -~ when you
made that reply that this process might be illegal?

A, T'm sure I wondered Lb, because as I stated bafet@,

I found it all to be quite odd.

Concerning the foregoing series of e-mails, Mr. Gardner's attorneys have stated that Gardner solicited
Thomas' silence out of a concern for lavish political spending during tight economic imes requiring
Railroad wage cuts.

Based épca my review of documents that were released o the investigation by the cam palgn, Willlam
Gardner had ancther meeting with Scott Walker on April 13, 2010 at Noodles & Company in Madison.

Recovered from the WSOR e-mail system on June 24, 2010, Figure 9 is an e-mail exchange in the
days following the April 13, 2010 mesting between the candidate Scott Walker and Wiliiam Gardner. It
provides a record of the matters that Gardner discussed with the gubernator ial candidate,
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From: P @scotiwalker.org

Sent: Saturday, April 17, 20107119 PM

To: Bill Gardrer

Subject: Re: thanks for meeting me at Noodies this week.......
Thanks a million!

Sent from my Verizon Wireless BlackBerry

e —
Date: Thu, 15 Apr 20 13730 -

To: scottwalker.org>
Subject: thanks for meeting me at Noodles this week........

Dear Scolt,

Again thanks for taking the time to meet with me this week at Noodies. | know you have a busy schedule
again of your successful run for Wisconsin Governorship.

As | said, | hope you pick a Secretary of Transportation that understands that the State of Wisconsin
owns about 700 miles of RR in the state of WL that | currently operate for the state. | have take off the Wi
roadways 280,000 trucks each year and will continue fo do the same as long as | get support In upgrading
this old warn out rail systemn that | currently operate on for the State of WL,

With all the necessary tools provided by State Governmernt, including adequate funding for capital
upgrades to the state-owned freight raiiroad system, the Wisconsin & Southern Railroad Co. will continue
to W Wﬁc dave@amm thrnugi‘mut th% state and do what we dﬁ beﬂ - uv good hig h-paying

As for me, | enjoy coming to work each day and working with existing customers building new additions to
their existing faciiities or working with new cuslorners that bulld new facilities on the WSOR system which
brings new jobs and new tax doliars to the State of WL. and local communities.

Keep up the good work and | will do evaryﬁhing | can do to getvou inthe Governors Mansion............
bg

Figure 9

Several days later, Gardner's former friend contacted the GAB In an apparent attempt to force Gardner
to return her personal property to her. Figure 10 is a re-print of the e-mail exchanged between William
Gardner, his attorney and his former friend on the same day that the GAB was initially contacted
concerning this violation of campalgn finance laws, April 19, 2010, Attorney Brian Baird, who was
mediating the property dispute between Gardner and his ex-friend, was the original recipient of the
friend's e-mall, with a copy being sent to Willlam Gardner,



William E. Gardner, DOB: Page 11 of 12

Subject: RE: | think you should know
From: "Bl Gardner”

Date: Mon, 18 29!! i!‘gﬁg %
 <ovor

o:" il
Kook yoursef oul. | did rothing wrong ard have broken no 8w

E
bg

From:

Sent: Mon 10 11:24 AM

Toz bhal

o Bl Gardner

Subject: Re: I think you should know

Brian,

I amm writng this e-mail letting v know that T have been speaking with the attorney (Michacl
Haas), for the Stale of Wisconsin Department of Eleetions Accountability Board, Jocated in
Madison, WL Attormey Mike Haas is very receptive to the information I have given to him so
far, the only part I have left oul is the name of the individual and the business concemed.
Which I will do, and we have all the necessary documents to go further with this, If [ do not
receive all of my belongings, and T mean everything belonging to me, by the 30th of April,
2010. That gives you 10 bussiness days to have them delivered to me. 1 think ! have been quite
patient concerning this matter, and it is illegal to hold them any longer petiod. (ie; legal
documents included)

I do not think Bill, The WSOR, or any other parties or individuals concerned in any of his
business dealings would like any legal problems, or the public embarrasement that this will

sincerely, ]

Figure 10

At the end of April 2010, Gardner solicited other Railroad employees for confributions. Based upon my
interviews of two additional employees, Ken Clemmons and Kathleen Sackett, | know William Gardner
continued to solicit Railroad employees to contribute fo the Friends of Scott Walker after April 198, 2010,
On April 25, 2010, Gardner asked Clemmons and Sackett to make confributions to the Scott Walker
campaign and then submit expense forms for reimbursement from the Railroad. The sum of 34,900
was specified, Ms, Sackeit states she refused to make the contribution, Mr. Clemmons states that the
legality of the practice was questioned when he and S ackett travelled from their offices in Madison to
Milwaukees during the first part of the business week in the days following the April 25 e-mail. Gardner
was not present for the meeting; he was vacationing out of state. The attorneys for William Gardner
state that it was this exchange between 5 ackett and other Railroad employees that led fo the decision
to publicly admit these campaign finance violations,

On May 10, 2010, the Government Accountability Board formally commenced its investigation based
upon the April 18, 2010 information provided by the former friend.
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On May 18, 2010, attomeys representing William Gardner contacted the Government Accountability
Board and disclosed the violations recounted in this complaint and other violations as well. See Exhibit
A. Further, at about that same time, Gardner released a public statement accepting responsibility for
these violations.

In all instances, except as reflected on Exhibit A, the Friends of Scott Walker confirmed the receipt of
the contributions described in this complaint. These contributions were refumed by the campaign to
the nominal contributors in May 2010,

Mr. Gardner's attornays state that all returned contributions have been donated to charity.

In addition to the employses identified on Exhibit A, the John Doe investigation identified an additional
ifegal transaction in early 2006, at about the same lime as the Lombard, Meighan and Schladwsiler
transactions set forth in Exhibit A. Based upon a review of the Wells Fargo Bank records of William
Gardner, the Fond du lac Cradit Union records of Suzanne and Craig immel, and the John Dos
tastimony of Suzanne Immel, | know that Suzanne Immel was reimbursed for a $500 contribution that
her husband Craig made to the Friends of Scott Walker in February 20086.

Both Mr. Gardner and the FOSW campaign commitlee haven been cooperative with the GAB inits
investigation of this matter.

**+tnd of Complaint™**

1 ory ﬁc (X,
Byeuerin of S8 0\3) AA/%/ /

C Wﬁx}e&s
at Milwaukee, Wiscopsin on omplaining
this | dayof IANPR\— 2011,

/5[ Brace T Lgndacat

Notary Public, Milwaukee County’
State of Wisconsin
ission is permanent.

for filing this y of April, 2011,

Brice J. Landgra

Milwaukse Coun 3tan ishrict Attomey
& Washington County Special Prosecutor
State Bar Number 01009407

BJL\bl
- Felony Complaint —



Supplement to William Gardner's Self-Reporting Information to GAB

5/28/2010

CONTRIBUTIONS REIMBURSED 8Y WSOR

Contribution
Contributar Reimb, Date Racipient Date Amount Notes Returned by Campaign
Lucht, Ken 5/30/2005  Friends of Atberta Darling $/9{2003 - $500 Ho :
Gardner, Witiam 47473005  Ted Kanavas for Senata 3/7/2005 3500 No
tucht, Ken 6/22/2005  Friends of Scott Walker §/11/2005  $1,000 S50 returned by Walker in 2005 $500 - Oct. 2005
Gardner, William 7/14/2005  Friends of Sco Waker &/10/2003  $5,000 Returned by Walker in 2005 Yes - Oct 2005
Gardner, William 8/31/2005  Doyle for Wisconsin 8/30/2008  $5,000 No
Gardner, William 11/23/2008  ADCC 11/18/2008  $2,000  Orig. coatribution rewritten for $3,500 Danated by ADCC
Gardner, William 11/23/2009  Friends of Mike Sheridan 11/19/2008  $2,000  Orig. contridution rewrittan for $500 ?
Gardner, William 11/23/2009  Friends of Scott Waker 11/18/2009  $5,000 Yes - May 2010
Gardner, Wilkism 12/16/2009  Friends of Scott Walker 12/14/2008  $5,000 Yes - May 2010
WSOR reimb 1o Gardner; Long stopped
= 12/168/2009  Friends of Scot Walkar 12/14/2008  $310,000 psyment on check and returned funds to Na
Gardner
Beska, Steve 12/16/2008  Friends of Scott Walker 13/14/2009  $5,000 Yes - May 2010
Lombard, jamas 12/16/2008  Friends of Scott Watker 12/15/2008  $5.000 Yes - May 2010
Meighan, Bernard 2/1/2010  Friends of Scow Walker 2/3/2010  $5,000 Yes - May 2010
Thomas, Dals 3/15/10(est) Friends of Scott Walker 3/8/2010  $4,500 Yes - May 1010
Hackbarth, David 4{22{2010  Friends of Scott Waiker 3/22/2010  $4,900 Yes - May 2010
$60,800
CONTRIBUTIONS REIMBURSED BY WILLIAM GARDNER
) Contribastion
Contributor Raimb. Date Recipient Date Amcunt  Notes Raturiwd by Campaign
Schiadweiler, Stephanie 13/17/2005  Friends of Scott Waker 13/17/2005 $5,000 ; ; $5,000 returned May 2010;
Schiadweller, Staghanie 1/23/2006  Friends of Scott Waker 1/23/2006 $5,000 B D Seare tie unknown which contrib.
Lombard, Jim 2/28/2006  Friends of Scott Walker 2/28/2006 $1,000 ’ No
Meighan, Berard 2/28/2006  Friends of Scott Walker 2/28/2006 $1,000 No
$12,000
WSOR REIMBURSEMENTS FOR WHICH NO CONTRIBUTION ULTIMATELY MADE
Contribution &
Contributor Reicab. Date intended Racipiant Duts Amournt HNotas Returned by Campaign
Lucht, Ken 8/7/2006  Unknown afa $1,000  Unclear what this relates to v
Lucht, Ken 2/3/2010  Friends of Scott Wailker nfa $5,000__ Contribution never sent na
$86,000
CONTRIBUTIONS BY WHLIAM GARDNER FOR WHICH NO REIMBURSEMENT MADE
Comtribwtion
Contributor Reimb. Date Recipient Date Amount Notes Returned by Campaign
Gardner, Willism Wa Friends of Alberta Darling $/15/2003 $500 nfa
|Gardner, wiiam n/s Friands of Alberta Dariing 4/23/2007 $500 nfa

000126
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Re: State of Wisconsin vs. William Gardoer u!;m e
uk LS S.‘\"ﬂl

Dear Mr. Strang;: : «.’fgé“égé
Jacne e
x':::m % s‘;mer

Please accept this correspondence as the State’s Offer of Settlemnent. As I have advised you, [ act under Oerit ). ke
the terms of an appointment as a Special Prosecutor on behalf of Washington County. " e con

Mr, Gardner is the subject of a John Doe investigation and the scope of this investigation includes within &t idew

Stephan Edowrd dgflen

it Mr. Gardner’s contributions to political candidates generally and to the Friends of Scott Walker e s o
speciﬁcally As it relates to Mr. Gardner, the John Doe investigation has focused on the laundering of gﬁmﬂ,
elsecea A Klafn

campalgn contributions in violation of Wisconsin Statutes §§11.24(1) and 11.61(1)(a) and gubernatorial e rewwsm
campaign contributions in excess of the.$10,000 limit in violation of Wisconsin Statutes §§11.26(1) and uhtisy
11.61(1)(b). Each of these crimes isa Class I felony punishable by a term of imprisonment of forty-two Py i

(42) months, comprised of eighteen (18) months Inmal Confinenient and twenty-four (24) months eyt

Extended Supervision. Jroa

Aarch E, Had

. , . . .. . . X | Jealsies

Mr. Gardner has expressed an interest in bringing this matter to an efficient close. To this end, we have — ,Zisen

met to discuss the possibility of a negotiated issuance.of criminal charges followed upon by a guilty plea 9“‘:{»?:{%
i » .. - » » - . 24

and sentencing proceeding. Our pre-charging settlement discussion has been specifically authorized by e zater

Surob 2. Minian

the terms of the John Doe judge's Thirteenth Addendum to the Secrecy Order entered in that proceeding. e e
9

In exchange for Mr. Gardner’s plea to one count each of the charges of Campaign Money Laundering in ‘1:;";?,; ﬁé
violation of Wisconsin Statutes §§11.24(1) and 11.61(1)(a) and Exceeding Campaign Contribution Limits e swsn
in violation of Wisconsin Statutes §811.26(1) and 11:61(1)(b), the State will recommend that Mr. Gardnghum e
be sentenced o concurrent terms of thivty months imprisonment (fifteen (15) months Initial Confinement amﬁéﬁi}ﬁ
plus fifteen (15) months Extended Supervision) on each count. 1 will further reconmmend that this g;g;ﬁ%?s
sentence be stayed and that Mr. Garduer be placed on a twenty-four (24) month term of probation. 1 will ren e R

Bian SIMMsES

recommend to the court that this be a period of straight probation without confinement conditions. | find 2 Temgos
that this recommendation is justified on the basis of Mr, Gardner’s conduct since the commencement of e
the Government Accountability Board investigation, including his acceptance of responsibility for these Kerjn £ 2o 75

. N . - » N . . . . . . * N N . Nelstin Shimabukus
criminal law violations at the beginuing of this investigation, the donation of the illegal contribution csgas, et
. B . % 1] [l ey b Gl

mioney to charity after thess funds were returned by various political comniittees, et
Chzd Woraax
e, Matt

Weistin M. Sehuaak
e £ Tamaice
Framewns G, Mavo
Jaie Tnristsoherson
Tyrond M. St Junier
Henna R Helhg
st Mathy
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SAFETY BLDG., RM. 405, 821 W. STATE STREET, MILWAUKEE, WI 53233-1485
PHONE: 414-278-4646 FAX: 414-223-1955




Attorney Dean Strang
March 18, 2011
Page 2

and the filing of amended tax returns adjusted by contribution amounts which were previously claimed as
corparate expenses and offsets to corporate income. The State will be otherwise free to argue for terms
and conditions of the disposition except it will not request any monetary fine.

Tn connection with this disposition, I will ask Mr. Gardner to provide satisfactory proof in the form of'an
Affidavit scttmg forth the fact that he has made the charitable donations and filed the amended tax returns

as described in the previous paragraph.

This agreement is intended as a full and final settlemént of all criminal charges that will be brought and
that could be brought by the State of Wisconsin against Mr. Gardrier as a result of the information
contained in the criminal complaint, The information contained in the attached Exhibit A, together with
details regarding a 2006 reimbursed campaign contribution of Ms. Suzanne Inumel to the Friends of Scott
Walker, will be included in any criminal complaint filed against Mr., Gardner. Upon Mr. Gardner’s plea
of guilty to the charged crimes, the State of Wisconsin will institute no further criminal proceedings
against him. Except as to proceedings instituted by the Government Accountability Board, the State of
Wisconsin will initiate no further civil forfeiture proceedings against Mr. Gardner. Mr. Gardner
understands and agrees that, in exchange for these promises, the court will be free to consider the totality
of the violations alleged in the complaint and that the court may consider such violations, including
uncharged violations, in sentencing him.

Mr. Gardner has expressed his wish that criminal responsibility for these illegal campaign coutributions
fall exclusively to him. Having taken the statements of the railroad employees involved in laundered
contributions during the course of the John Doe investigation, and iu light of all of the evidence gathered,
1 agree that responsibility lies with Mr. Garduer and criminal proceedings are not appropriate for the
employees. Mindful that the Government Aceountability Board will institute proceedings involving the
railroad employees, the State of Wisconsin will not commence criminal proceedings against any
employee named in the criminal complaint. To this end, prior to the initiation of eriminal proceedings, I
will obtain a commitment to this effect from other state prosecutors who have jurisdiction over those
cmployees residing outside of Milwdukee and Washington Counties.

Mr. Gardner is, for all practical purposes, the sole sharcholder of the Wisconsiii & Seuthern Railroad Co.
The corporation is headquartered in Milwaukee, Wisconsin. Recognizing that the Govermment
Accountability Board will institute proceedings involving the corporation, the Milwaukee County District
Attomey’s Office, as the office with the sole responsibility for the prosecution of the corporation under
Chapter 11 of the Wisconsin Statues, will not commence criminal or civil forfeiture proceedings against
the corporation.

Mr, Gardner represents that he is a full-time resident of Washington County. Washington County is
therefore the proper venue for the litigation of violations of Wisconsin Statutes §§11.24(1) and 11.26(1),
as required by Wisconsin Statutes §971.19(12).

As part of this overall settlement agreement, Mr. Gardner agrees to cooperate in a booking procedure, |
will make reasonable efforts to accommodate a booking procedure in Washington County,

In addition, this offer is based upon the following terms and conlitions:

1. Mr. Gardner agicees to appear at all court proceedings in connection with any cnmmal prosecution
commenced in connection with this agreement.

s

Ve




Attorney Dean Strang
March 18, 2011
Page 3

2. Mr. Gardner agrees he will abide by all conditions of his bail ordered in connection with any criminal
prosccution commenced in connection with this agreement.

3. Mr. Gardner agrees that he has not been and will not become involved in any further criminal
conduct, For purposes of this paragraph, “criminal conduct” is defiiied as any activity in
contravention of a criminal statute that rises to the level of probable cause supporting the issuance of a
criminal complaint, It is immaterial whether or not criminal charges are actually filed.

4, Mr. Gardner represents that he has ne criminal record. This offer is made in reliance upon this
representation. The State’s obligation to make the recommendations contained in this settlement offer
is conditioned upon the accuracy of this representation.

5. The State and Mr. Garduer agree that restitution is not due and owing for this crime. Noted above,
Mr. Gardner will provide acceptable proof of the fact that monies returned to him as illegal campaign
contributions have been donated to charity,

6. Acceptance of this Settlement Offer is accomplished by virtue of the entry of guilty pleas to the
crimes charged. Mr. Gardner must plead guilty promptly before the trial court on a date no later than
ninety days afier the filing of the criminal complaint,

7. In the event that there is a breach of this agreement by Mr. Gardner under paragraphs 1, 2 or 3 above,
which breach occurs after he has entered a plea of guilty but before sentencing, the State of Wisconsin
shall be relieved of its obligations to make the recommendations set forth in this letter and will be free
to argue for any disposition that it sees fit.

[f you have questions about this offer, kindly contact me at 278-2178. Thank you for your attention to
this matter.

Bui/(t:e Jil.andgraf ‘
Assistant District Attorney

BJL/bl

S




Supplement to William Gardner's Self-Repoiting Information to GAB 5/28/2010
CONTRIBUTIONS REIMBURSED BY WSOR
Contribution
Contributor Reimb. Date Recipient Date Amount Notes Returned by Campaign
Lucht, Ken 5/30/2005  Friends of Alberta Darling 5/9/2003 - $500 No :
Gardner, William 474/2005  Ted Kanavasfor Senate 3/7/2005 $500 No
Lucht, Ken 6/22/2005  Friends of Scott Walker 6/13/2005  $1,000  $500 returned by Walker in 2005 $500 - Oct. 2005
Gardner, William 7/14/2005  Friends of Scott Walker 6/10/2005  $5,000 Returned by Walker in. 2005 Yes - Oct. 2005
Gardner, William 8/31/2005  Doyle for Wisconsin 8/30/2008 $5,000 No
Gardner, William 11/23/2008 ADCC 11/19/2008  $2,000  Orig. contribution rewritten for $3,500 Donated by ADCC
Gardner, William 11/23/2009  Friends of Mike Sheridan 11/18/2008  $2,000  Orig. contribution rewritten for $500 ?
Gardner, William 11/23/2008.  Friands of Scott Walker 11/19/2009  $5,000 Yes - May 2010
Gardner, William 12/16/2008  Friends of Scott Walker 12/14/2009  $5,000 Yes - May 2010
WSOR reimb to Gardner; Long stepped
- 12/16/2009  Friends of Scatt Walker 12/14/2009 510,000 payment on check and returned funds to nfa
Gardner
Beske, Steve 12/16/2009  FEriends of Scott Walker 12/14/2009  $5,000 Yes - May 2010
tombard, James 12/16/2009  Friends of Scott Walker 12/15/2008  $5,000 Yes~ May 2030
Meighan, Bernard 2/1/2010  Friénds of Scott Walker 2/3/2010  $5,000 Yes - May 2010
Thomas, Dale 3/15/10 {est.) Friends of Scott Walker 3/8/2010 $4,900 Yes.- May 2010
Hackbarth, David 4/22{2010.  Friends of Scott Walker B/22/2010  $4,900 Yes - May 2010
$50,800
CONTRIBUTIONS REIMBURSED BY WILLIAM GARDNER
Contribution ’
Contributor Reirnb: Date Recipient Date Amount Notes Returned by Campaign
Schiadweir, Stephanie 13/17/2005  Friends of Scott Walker 11/17/2005 $5,000 Stephanie is Bill Gardner's daugnter 000 returned May 2010;
Schladweiler, Stephanie 1/23/2006  Friends of Scott Walker 1/23/2006 $5;000 unknown which contrib.
Lombard, Jim 2/28/2006  Friends of Scott Walker 2/28/2006 $1,000 No
Meighan, Bermard 2/28/2006  Friends of Scott Walker 2/28/2006 $1,000 No
$12,000
WSOR REIMBURSEMENTS FOR WHICH NO CONTRIBUTION ULTIMATELY MADE
Contribution
Contributor Reimb. Date intended Recipient Date Amount Notes Returned by Campaign
Lucht, Ken 8/7/2006  Unknown nfa $1,000  Unclear what this relates to n/a
Lucht, Ken 2/3/2010  Friends of Scott Walker nfa $5,000  Contribution neverssent nfe
$5,000
CONTRIBUTIONS BY WILUAM GARDNER FOR WHICH NO REIMBURSEMENT MADE
" Contribution ' )
Contributor Reimb. Dste Recipient Date Amount Notes Returned by Campaign
Gardner, William n/a Friends of Alberta Darling - 5/15/2003 $500 n/a
Gerdner, William n/a Friends of Albertz Darling 4/23/2007 $500 n/a
B
060126




State of Wisconsin Government Accountability Board

In the Matter of

William Gardner

SETTLEMENT AGREEMENT

)
|
) GAB Case #2010-05

This agreement is entered into pursuant to the authority granted in §5.05 (1) (c),
Wisconsin Statutes, for the purpose of settling a potential action for a violation of
subch. lll, Ch.13, Wisconsin Statutes. The parties hereto acknowledge and
agree as follows:

1.

That Wisconsin & Southern Railroad Co. is a corporation doing business in
Wisconsin.

That William Gardner is the President and owner of Wisconsin & Southern
Railroad Co.

That from December 2009 through April 2010 Mr. Gardner requested a
number of company employees to make campaign contributions to Friends of
Scott Walker in the amount of either $4,900 or $5,000. Mr. Gardner told
these employees that Wisconsin & Southern Railroad Co. would reimburse
them for the contributions.

That in November 2009 Mr. Gardner made contributions to Friends of Mike
Sheridan and the Assembly Democratic Campaign Committee totaling
$4,000.

That in November and December 2009 Mr. Gardner made two $5,000
campaign contributions to friends of Scott Walker.

That in December 2009 Mr. Gardner requested a friend to make a $10,000
contribution to Friends of Scott Walker, which Mr. Gardner reimbursed.

That from November 2009 through April 2010 Wisconsin & Southern Railroad
Co. reimbursed Mr. Gardner and the company employees for these
contributions.

. That Wisconsin & Southern Railroad Co. reimbursed 11 political contributions

made by individuals totaling $53,800.

That §11.24 (1), Wisconsin Statutes, provides that no person may, directly or
indirectly, furnish funds to another person for the purpose of making a
contribution in other than the person’s own name.

10.That §11.38 (1), Wisconsin Statutes, provides that no corporation may make

any contribution, directly or indirectly, to any candidate or committee, other
than to promote or defeat a referendum.



11.That Wisconsin & Southern Railroad Co. violated these statutes by
reimbursing Mr. Gardner and company employees for 11 political
contributions totaling $53,800.

12. That Wisconsin & Southern Railroad Co. has agreed to pay a civil forfeiture of
$166,900 in settlement of this matter.

922 Zg'qﬁf 4lefa0n

WILLIAM GARDNER, PRESIDENT & CEO
WISCONSIN & SOUTHERN RAILROAD Date

GOVERNMENT ACCOUNTABILITYBOARD
By: Kevin J. Kennedy
Director and General Counsel
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State of Wisconsin
In the Matter of

William Gardner

)
} SETTLEMENT AGREEMENT
)

) GAB Case #2010-05

Government Accountability Board

This agreement is entered into pursuant to the authority granted in §5.05 (1) (c),
Wisconsin Statutes, for the purpose of settling a potential action for a violation of
subch. IIl, Ch.13, Wisconsin Statutes. The parties hereto acknowledge and
agree as follows:

1.

That Bernard Meighan is an employee of Wisconsin & Southern Railroad
Company.

That William Gardner is the President and owner of Wisconsin & Southern
Rallroad Company.

That in February 2010 Mr. Gardner requested Mr. Meighan to make a
campaign contribution to Friends of Scott Walker in the amaount of $5,000.
Mr. Gardner told Mr. Meighan that Wisconsin & Southern Railroad Company
would reimburse him for the contribution.

That Mr. Meighan made a $5,000 contribution to Friends of Scott Walker on
February 3, 2010.

That Wisconsin & Southern Railroad Company paid this amount to Mr.
Meighan on February 1, 2010.

That §11.24 (1), Wisconsin Statutes, provides that no individual may, directly
or indirectly, make any campaign contribution other than from funds belonging
to that individual, .

That Mr. Meighan violated this statute by making a contribution of $5,000 to
Friends of Scott Walker for which contribution he received full reimbursement
from Wisconsin & Southern Railroad Company.

That Bernard Meighan has agreed to pay a civil forfeiture of $250 in
settlement of this matter.

PAGE B83/87

Lol 1 270 A8 9011
BERANARD MEIGHAN Date /

By. Kevin J. Kennedy
Director and General Counsel
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State of Wisconsin Government Accountabllity Board

In the Matter of

Williarn Gardner

)
) SETTLEMENT AGREEMENT
)

} GAB Case #2010-05

This agreement is entered into pursuant to the autharity granted in §5.05 (1) (c),
Wisconsin Statutes, for the purpose of settling a potential action for a violation of
subch. lll, Ch.13, Wisconsin Statutes. The parties hereto acknowledge and
agree as follows:

1.

That Dale Thomas is an employee of Wisconsin & Southern Railroad
Company.

That William Gardner is the President and owner of Wisconsin & Southern
Railroad Company.

That in March 2010 Mr. Gardner requested Mr, Thomas to make a campaign
contribution {o Friends of Scott Walker in the amount of $4,900. Mr. Gardner
told Mr. Thomas that Wisconsin & Southern Railroad Company would
reimburse him for the contribution.

That Mr. Thomas made a $4,900 contribution to Friends of Scott Walker on
March 8, 2010.

That Wisconsin & Southern Railroad Company reimbursed this amount to Mr.
Thomas on or about March 15, 2010.

That §11.24 (1), Wisconsin Statutes, provides that no individual may, directly
or indirectly, make any campaignh contribution other than from funds belanging
to that individual.

That Mr. Thomas violated this statute by making a contribution of $4,900 to
Friends of Scott Walker for which contribution he received full reimbursement
from Wisconsin & Southern Rallroad Company.

That Dale Thomas has agreed to pay a civil forfeiture of $250 in settlement of

this matter.
S

DALE THOMAS § Da%

By: Kevin J. Kennedy
Director and General Counsel

PAGE B4/@7
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State of Wisconsin Government Accountability Board
In the Matter of )
) SETTLEMENT AGREEMENT
)
William Gardner ) _GAB Case #2010-05

This agreement is entered into pursuant to the authority granted in §5.05 (1) (c),
Wisconsin Statutes, for the purpase of settling a potential action for a violation of
subch. Hll, Ch.13, Wisconsin Statutes. The parties hereto acknowledge and
agree as follows:;

1. That Steve Beske is an employee of Wisconsin Southern Railroad Company.

2. That William Gardner is the President and owner of Wisconsin & Southsrn
Railroad Company.

3. That in December 2009 Mr. Gardner requested Mr. Beske to make a
campalgn contribution to Friends of Scott Walker in the amount of $5,000.
Mr. Gardner told Mr. Beske that Wisconsin & Southern Railroad Company
would reimburse him for the contribution.

4. That Mr. Beske made a $5,000 contribution to Friends of Scott Walker on
December 14, 2008.

5. That Wisconsin & Southern Railroad Company reimbursed this amount to Mr.
Beske on December 16, 2009.

6. That §11.24 (1), Wisconsin Statutes, provides that no individual may, directly
or indirectly, make any campaign contribution other than from funds belonging
to that individual.

7. That Mr. Beske violated this statute by making a contribution of $5,000 to
Friends of Scott Walker for which contribution he received full reimbursement
from Wisconsin & Southern Railroad Company.

8. That Steve Beske has agreed to pay a civil forfeiture of $250 in settiement of

this matter.
%«AZ“’ %,/ I, 2o/

STEVE BESKE | Date
o Mlorsds, /Y
STATE OF WISZORNSIN Date

GOVERNMENT ACCOUNTABILITY BCARD
By: Kevin J. Kennedy
Director and General Counsel
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State of Wisconsin Government Accountability Board
In the Matter of

)
) SETTLEMENT AGREEMENT
)
)

William Gardner GAB Case #2010-05

This agreement i$ entered into pursuant to the autharity granted in §5.05 (1) (¢),
Wisconsin Statutes, for the purpose of settling a potential action for a violation of
subch. lll, Ch.13, Wisconsin Statutes. The parties hereto acknowledge and
agree as follows:

1. That James Lombard is an employee of Wisconsin & Southern Railroad
Comparny.

2. That Wiliam Gardner is the President and owner of Wisconsin & Southern
Railroad Company.

3. That in December 2009 Mr. Gardner requested Mr. Lombard to make a
campaign contribution to Friends of Scott Walker in the amount of $5,000.
Mr. Gardner told Mr. Lombard that Wisconsin & Southern Railroad Company
wauld reimburse him for the contribution.

4. That Mr. Lombard made a $5,000 contribution to Friends of Scott Walker on
December 15, 20089,

5. That Wisconsin & Southern Railroad Company reimbursed this amount {6 Mr.
Lombard on December 16, 2009,

8. That §11.24 (1), Wisconsin Statutes, provides that no individual may, directly
or indirectly, make any campaign contribution other than from funds belonging
to that individual.

7. That Mr. Lombard violated this statute by making a contribution of $5,000 to
Friends of Scott Walker for which contribution he received full reimbursement
from Wisconsin & Southern Railroad Company.

8. That James Lombard has agreed to pay a civil forfeiture of $250 in settlement
of this matter.

STATE OF WISCONSIN

By: Kevin J, Kennedy
Director and General Coungel
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State of Wisconsin Govermnment Accountability Board
in the Matter of )
) SETTLEMENT AGREEMENT
)
William Gardner ) GAB Case #2010-05

This agreement is entered into pursuant to the authority granted in §5.06 (1) (c),
Wisconsin Statutes, for the purpose of settling a potential action for a violation of
subeh. lll, Ch.13, Wisconsin Statutes. The parties hereto acknowledge and
agree as follows:

1.

That David Hackbarth is an employee of Wisconsin & Southern Railroad
Company.

That William Gardner is the President and owner of Wisconsin & Southern
Railroad Company.

That in March 2010 Mr. Gardner requested Mr. Hackbarth to make a
campaign contribution to Friends of Scott Walker in the amount of $4,900.
Mr. Gardner told Mr. Hackbarth that Wisconsin & Southern Railroad Company

“would reimburse him for the contribution.

That Mr. Hackbarth made a $4,900 contribution to Friends of Scott Walker on

March 22, 2010.

. That Wisconsin & Southern Railroad Company reimbursed this amount to Mr.

Hackbarth on April 22, 2010.

That §11.24 (1), Wisconsin Statutes, provides that no individual may, directly
or indirectly, make any campaign contribution other than from funds belonging
to that individual.

That Mr. Hackbarth violated this statute by making a contribution of $4,900 to
Friends of Scott Walker for which contribution he received full reimbursement
from Wisconsin & Southern Railroad Gompany.

That David Hackbarth has agreed to pay a civil forfeiture of $250 in
settlement of this matter.
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DAVID HACKBARTH Date

vy L/

Dale

GOVERNMENT ACCOUNTABILITY BOARD
By: Kevin J. Kennedy
Director and General Caunsel
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State of Wisconsin__{{ APR -8 PMIZ2 48 ovomment Accountability Board
In the Matter of

k1
Accoum&m% BORPTLEMENT AGREEMENT
William Gardner ) GAB Case #2010-05

This agreement is entered into pursuant to the authority granted in §5.05 (1) (c),
Wisconsin Statutes, for the purpose of settling a potential action for a violation of
subch. Ill, Ch.13, Wisconsin Statutes. The parties hereto acknowledge and
agree as follows:

1. That Ken Lucht is an employee of Wisconsin & Southern Railroad Company.

2. That William Gardner is the President and owner of Wisconsin & Southern
Railroad Company.

3. That in February 2010 Mr. Gardner requested Mr. Lucht to make a campaign
contribution to Friends of Scott Walker in the amount of $5,000. Mr. Gardner
told Mr. Lucht that Wisconsin & Southern Railroad Company would reimburse
him for the contribution.

4. That Mr. Lucht accepted $5,000 from Wisconsin & Southern Railroad
Company to make a political contribution to Friends of Scott Walker, although-
he did not make such contribution.

5. That §11.25 (1), Wisconsin Statutes, provides that no individual may
intentionally accept or receive anything of value for a political purpose
contrary to law.

6. That Mr. Lucht violated this statute by accepting $5,000 from Wisconsin & &
Southern Railroad Company in order to make a contribution to Friends of
Scott Walker.

7. That Ken Lucht has agreed to pay a civil forfeiture of $250 in settlement of

KEN LUCHT Date

GOVERNMENT ACCOUNTABILITY BOARD
By: Kevin J. Kennedy
Director and General Counsel
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State of Wisconsin Government Accountability Board
In the Matter of )

} SETTLEMENT AGREEMENT

)
William Gardner )} GAB Case #2010-05

This agreement is entered into pursuant to the authority granted in §5.05 (1) (c),
Wisconsin Statutes, for the purpose of settling a potential action for a violation of
subch. 1ll, Ch.13, Wisconsin Statutes. The parties heretc acknowledge and
agree as follows:

1. That Tim Karp is the Chief Financial Officer of Wisconsin & Southern Railroad
Company.

2. That William Gardner is the President and owner of Wisconsin & Southemn
Railroad Company.

3. That from December 2009 through March 2010 Mr. Gardner requested a
number of company employées to make ¢ampaign contributions to Friends of
Scott Walker in the amount of either $4,900 or $5,000. Mr. Gardner told
these employees that Wisconsin & Southern Railroad Company would
reimburse them for the contributions.

4, That Mr. Karp signed a number of checks from Wisconsin & Sauthern
Railroad Company's checking account to reimburse these employees.

5. That §11,24 (1), Wisconsin Statutes, provides that no individual may, directly
or indirectly, furnish funds to another person for the purpose of making a
contribution in other than the individual's own name.

8. That Mr. Karp violated this statute by signing checks from Wisconsin &
Southern Railroad Company in order to reimburse employees for making
political contributions to Friends of Scott Walker.

7. That Tim Karp has agreed to pay a civil forfeiture of $250 in settlement of this

e Y\v\O W‘H

TIM KARP Date
KZ&/M ﬂ/évw\eb ?//////
TATE OF WISCONSIN Date

GOVERNMENMT ACCOUNTABILITY BOARD
By:  KevinJ. Kennedy
Director and Genaral Counsel



doard

Government Accountability
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FOR IMMEDIATE RELEASE: FOR MORE INFORMATION, CONTACT:
April 11, 2011 Reid Magney, 608-267-7887

G.A.B. and Milwaukee County District Attorney Announce
Resolution of Significant Campaign Finance Investigation

William Gardner to Plead Guilty to Two Felonies and Wisconsin & Southern
Railroad to Pay $166,900 Forfeiture in Campaign Money Laundering Scheme

MADISON - Today, the state’s Government Accountability Board and the Milwaukee County
District Attorney’s Office announced the conclusion of a months-long joint investigation into
money laundering allegations involving campaign contributions by William Gardner and the
Wisconsin & Southern Railroad Company (WSOR). Mr. Gardner has agreed to plead guilty to
two felony counts, and the corporation has paid a civil forfeiture of $166,900. Seven employees

of WSOR will also pay forfeitures of $250 each.

The investigation found that Mr. Gardner, the owner and president of Wisconsin & Southern
Railroad, directed the railroad company to reimburse 11 political contributions totaling $53,800
from himself, a number of railroad employees, an acquaintance of Mr. Gardner, and his
daughter. The investigation also found that Mr. Gardner specifically directed or requested the
individuals to make the contributions. The contributions and reimbursements were made from
November 2009 through April 2010. Except for two contributions totaling $4,000 to former
Assembly Speaker Mike Sheridan and the Assembly Democratic Campaign Committee, the

remaining contributions were made to the Friends of Scott Walker committee.

Wisconsin law prohibits any person from furnishing funds to another for the purpose of making a
political contribution or disbursement in another person’s name. It also prohibits anyone from

accepting funds for the purpose of making a contribution. §§11.24, 11.25, Wisconsin Statutes.



Wisconsin law also prohibits a corporation from making a political contribution. 11.38,

Wisconsin Statutes.

The investigation uncovered no evidence that any individual connected with Friends of Scott
Walker had any knowledge of the illegality of the contributions. The Walker campaign returned

the illegal contributions to the individuals who sent them.

The Milwaukee County District Attorney’s office filed a criminal complaint today in
Washington County, Mr. Gardner’s county of residence. Mr. Gardner has agreed to plead guilty
to one felony count each of making excessive political contributions and making unlawful
political contributions as a party to a crime. The District Attorney is not recommending any
incarceration but is asking for two years of probation. State law will prohibit Mr. Gardner from

voting while serving probation.

“Because Mr. Gardner attempted to corrupt the political process, it is appropriate that he be
deprived of the right to vote for a significant period of time,” said John Chisholm, the Milwaukee
County District Attorney. “He will also have two felony cdnvictions on his record. Our
sentencing recommendation also takes into consideration the significant cooperation of Mr.

Gardner and the railroad with the investigation.”

Wisconsin & Southern Railroad Company has signed a Settlement Agreement with the
Government Accountability Board admitting to violating the law and agreeing to pay a civil
forfeiture of $166,900. Seven employees of the railroad have also signed Settlement Agreements
acknowledging violating the law, and each will pay a civil forfeiture of $250.

“The forfeiture paid by the railroad is the single largest forfeiture ever paid to the Government
Accountability Board or to either of its predecessor agencies, the State Elections Board or the
State Ethics Board,” said Kevin J. Kennedy, Director & General Counsel of the Government
Accountability Board. “The forfeiture reflects the size and scope of the money laundering

scheme engineered by Mr. Gardner. The railroad’s employees, while violating the law, had little



choice after Mr. Gardner personally asked them to make the contributions with a promise of

reimbursement.”

Ethics and Accountability Division Administrator Jonathan Becker said the outcome of the
investigation sends a strong signal to other corporations, political contributors, and the public
that illegal contributions will be aggressively investigated and prosecuted. “It is no secret that
Wisconsin Statutes prohibit corporations from making direct political contributions,” Becker
said. “In addition, employees of corporations should not be pressured into making political
contributions, and the laws protect their right to say no to illegal schemes of this sort. We
appreciate that some individuals declined to participate in Mr. Gardner’s efforts to launder

campaign contributions, and assisted in our investigative efforts.”

The Government Accountability Board began its investigation in April 2010 based upon a
complaint by a former woman friend of Mr. Gardner who had been asked to participate in the
scheme. The Board subsequently contacted the Milwaukee County District Attorney’s Office
and the two agencies worked closely together over the past year to complete a John Doe
investigation before Judge Neal Nettesheim. The investigation involved obtaining and reviewing
hundreds of digital documents and e-mails from WSOR, bank records, and the testimony of over

a dozen witnesses.

A copy of the criminal complaint, including a list of the contributions that were reimbursed, as
well as copies of the Board’s settlement agreements with WSOR and its employees, is available

on the Board’s website: hitp://gab.wi.gov/news.

it

The Government Accountability Board (G.A.B.) is responsible for administration and enforcement of campaign
finance, elections, ethics and lobbying laws in Wisconsin. The G.A.B. is made up of six non-partisan, former
judges and is supported by an agency of non-partisan staff members.
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The Wisconsin State Legislature

December 29, 2011

Ms. Cynthia T. Brown, Chief
Section of Administration
Office of Proceedings
Surface Transportation Board
395 E Street S.W.
Washington. DC 20024

Re: Docket No. FD 35573, Watco Holdings, Inc. and Watco Transportation
Services. LLC Acquisition of Control -Wisconsin & Southern Railroad, LLC

Dear Ms. Brown:

Please refer to the Board's procedural notice in the above proceeding bearing
service date of December 15, 2011. This letter is to respectfully request a 60-day delay of
the December 29, 2011 effective date of WATCO's acquisition of control of Wisconsin
& Southern Railroad. LLC (WSOR).

The requested delay is justified in order to provide representatives of the State of
Wisconsin with an adequate opportunity to investigate the effects of loss of WSOR's
independence. Accelerated notice of exemption procedure is not appropriate for
consideration of the effect of control of a rail carrier. such as WSOR, that has important
regional significance. Wisconsin rail shippers experienced severe adverse effects when
contro] of another rail carrier of regional significance, Wisconsin Central, Ltd.. was
acquired by Canadian National Railway Company several years ago.



On behalf of Wisconsin's rail shippers, the State of Wisconsin should be provided
with a reasonable opportunity to investigate whether Wisconsin shippers who rely on
WSOR rail service might experience similar adverse effects under WATCO control.
Accelerated notice of exemption procedure does not provide that needed opportunity.

The requested delay is in the nature of a request for a housekeeping stay for 60
days to enable adequate State investigation of the proposed control. The short delay in
consummation of the control is justified by the need for more reasoned consideration of a
transaction of important regional significance.

WHEREFORE, the December 29, 2011 effective date of the proposed control
should be extended for 60 days.

Thank you for your consideration.

Respectfully submitted,

Rep. Brett Hulsey, Madison

Rep. Louis Molepske, Stevens Point
Rep. Kelda Helen Roys, Madison
Rep. Fred Clark, Baraboo

Rep. Terese Berceau, Madison
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TIM CULLEN

STATE SENATOR

Capitol Address: E-Mail Address:
State Capitol, South Wing Sen.Cullen®@legis.wi.gov
Midioam, W1 637077852 Web Address:
(6081)“;2‘6-2253 ’ hetp:/fcullen.senste.wi.gov
Toll Free: District:
1 (800) 334-1468 (608) 754-0947

January 5, 2012

Cyntia T Brow, Crief oo e

Section of Administration

Office of Proceedings JAN 06 2012

Surface Transportation Board

395 E. Street SW nggag'cord

Washington, D.C.

Re: Docket No. FD 35573, Watco Holdings, Inc. and Watco Transportation Services,
LLC Acquisition of Control - Wisconsin & Southern Railroad, LLC.

Dear Ms. Brown:

I am writing to ask the Board to reconsider the acquisition of control exemption granted
to Watco relating to the purchase of Wisconsin & Southern Railroad.

Wisconsin taxpayers have invested nearly $100 million in state-owned railroads over the
past six years in order to allow Wisconsin & Southern fo continue operations. This
proposed sale should be carefully reviewed by state and federal officials before we risk
taxpayer investment in a new owner/operator. Specifically, I would like to know what
assurance there is that Watco will not increase shipping fees to recoup the price it paid for
the railroad. I would like to know if there is an assurance that Watco will continue
existing service to Wisconsin businesses. Finally, I would like to know what level of
capital investment Watco intends to make in Wisconsin’s rail infrastructure.

I believe the State of Wisconsin needs more time to investigate these questions and take a
position on this proposed acquisition. At a minimum, a public comment period is in
order. For these reasons, I respectfully request reconsideration of the exemption granted
to Watco.

Sincerely,
“
o CA_

Tim Cullen
State Senator



TIM CULLEN

STATE SENATOR
Capitol Address: E-Mail Addrese:
State Capitol, South Wing PPN gy
PO. Box 7662 o '
600> sasazis e heepyfeullen senate wl.gov
Districts
1800 354-1468 (608) 754-0947

CERTIFICATE OF SERVICE

This certifies that the three parties of record listed below have been served with Sen.
Cullep’s letter dated January S5, 2012, in reference to FD 35573, Copies of the letter
put in L&mﬁl to the first two parties. A copy of the letter was hand-delivered

te Rep. Brett Hulsey.

PARTY OF RECORD
Kathiosn Chang

P.O. Bax 7910
Madison W1 S3707-7910 us

Represents: Wisconsin Department Of Transportstion

PARTY OF RECORD
Karl Morell

655 Fiftomnth Street, Nw
Sulee 225

Washington DC 20005 US

Ropresents:  Watco Holdings, Inc.

PARTY OF RECORD
Brett Hulsey

P. 0. Box 8952
Madison W1 53707-0910 US

_. Represents: State Of Wisconsin
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Building a Better World

for All of Us®
MEMORANDUM

TO: Jim Devilin, Wisconsin Department of Natural Resources

Carrie Olson, Wisconsin Department of Natural Resources

Jordan Thole, Wisconsin Department of Natural Resources
FROM: Ryan Sauter, Short Elliott Hendrickson
DATE: July 17, 2014
RE: Permit Summary Memo

SEH No. WATPS 128572

On behalf of Wisconsin & Southern Railroad (WSOR) and Watco Companies (Watco), Short Effiott
Hendrickson Inc. (SEH) is submitting this memorandum to update the Wisconsin Department of Natural
Resources (WDNR) of the progress towards permitting WSOR'’s proposed rail siding and trans load
facility expansion in Prairie Du Chien, Wisconsin. In accordance with and based on our meetings in
Prairie du Chien and numerous telephone discussions, SEH is preparing numerous correspondence and
permit applications for submittal to WDNR.

Concurrent to this effort, WSOR has indicated that they intend to initiate development of this property
under the authority granted by the commerce clause and will use federal pre-emption to begin this project
without regulatory permits in place. WSOR has indicated and has reiterated in the past that they intend to
comply as much as possible with the regulations or general requirements of the regulations under your
jurisdiction; however, given the time constraints of the application and approvai processes, WSOR is
unable to complete the permitting and approval processes before breaking ground and commencing
construction activities. SEH has been informed that WSOR currently intends to initiate ground disturbing
activities at the site on July 21, 2014.

In light of WSOR'’s intention to break ground on July 21, 2014, SEH is providing this progress
memorandum to document the substantial progress made towards preparing permit applications and
supporting documentation. WSOR has undertaken these efforts based on their commitment to design,
construct and operate the facility in a manner that attempts to minimize the impacts of this project on the
natural environment and community.

Following are brief summaries of the primary permitting activities underway.

Floodway Zoning: SEH's Certified Flood Plain Manager (CFM) is currently modeling the impact of the
project on the base flood elevation. Preliminary results indicate the fill to be placed onsite for rail siding
will not raise the base flood elevation by more than 0.01 ft. The final modeling along with a technical
memorandum is anticipated to be submitted to the WDNR when complete. WSOR intends to build the
trans loading structure as an accessory to an open space use (the rail yard) that is dependent on a
waterfront location. WSOR contends that the operation is dependent on the existing rail line that is
located near the waterfront and therefore their operation is dependent upon a waterfront location. WSOR
intends to build the structure at or near the existing site grade and will flood proof said structure in general

Engineers | Architects | Planners | Scientists

Short Eltiott Hendrickson Inc., 312 South 3rd Street, La Crosse, WI 54601-4007
SEH is 100% employes-owned | sehinc.com | 608.782.3161 | 888.908.8166 fax




Permit Summary Memo
July 17, 2014
Page 2

accordance with NR116.16. In addition, WSOR has designed the structure so that the lower wall panels
can be removed if a flood event occurs. This will allow floodwaters to flow through the structure without
obstruction; thus eliminating any iarge scale effect on the flow of floodwaters. WSOR intends to build the
rail siding at the same elevation as the current track as has been shown on several maps previously
submitted to the WDNR.

Construction Stormwater: The construction stormwater permit will not be in place when ground
disturbing activities commence; however, contractors will be instructed by WSOR to follow an erosion and
sediment control plan that is designed in substantial compliance with Subchapter 1il of NR 216. This
erosion and sediment control plan will be in place by the time land disturbing activity commences.

Post Construction Stormwater: Post construction stormwater will be managed according to NR 151.
Additional discussions with the WDNR regarding post construction stormwater management on the
northern portion of the site in the area of the rail siding will occur. WSOR contends they do not need to
alter stormwater management for the southern portion of the site where the transloading facility will be
expanded because they do not intend to increase the amount of impervious surface as compared to
current site conditions. On the northern portion of the site, WSOR plans to construct using a ballast
material to mimic the undeveloped condition. WSOR proposes to utilize a pervious ballast material that
will allow stormwater to penetrate vertically, through the cross-section and then encourage a slow,
filtered, horizontal disconnected displacement and weep of any excess runoff that maintains sheetflow
conditions to the adjacent wetlands. We understand that this design has been accepted by the WDNR at
other locations.

Industrial Stormwater: WSOR intends to submit an NOI to WDNR. The NOI will be submitted without
the operating SWPPP; however, the SWPPP will be developed within a reasonabie time frame and
submitted to the WDNR.

Wetlands: WSOR will not have wetland fill permits in place when land disturbing activities commence.
WSOR has indicated and provided data to show they have done significant alternative site analysis and
have selected the only suitable site for this project and have attempted to minimize impacts to the wetland
by minimizing the footprint of the project. A full wetland delineation report has been completed and at this
time it appears that the project will impact 1.8-2.0 acres of established wetlands. WSOR intends to
mitigate unavoidable impacts through permittee responsible mitigation and is currently actively engaged
with a landowner that may be willing to sell suitable acreage for the purposes of mitigation. The land
appears to be suitable but has not undergone a detailed evaluation for suitability. WSOR will continue to
research and pursue other possible locations or methods for mitigation as well.

Application materials and supporting documentation will be submitted once SEH’s wetland specialists
have completed their assessment of the wetland and compiled the results. Site personnel have indicated
that the water levels have dropped significantly and ground surface should be exposed soon; this will
allow the wetlands professionals to complete their analysis with a tentative submittal date to the WDNR of
the week of July 28t

In an effort to increase the efficiency of the WDNR permit application analysis, SEH conducted an
environmental review. The purpose of the review was to assess whether existing and potentially affected
environmental features are located in the project area. More specifically the site was evaluated for the
likelihood of the presence of threatened and endangered species as well as historical and cultural
resources. The report will be submitted to WDNR under separate cover.

It appears as though the project has low potential to impact threatened or endangered species. However,
WSOR requests the WNDR review the information in the report, when submitted, and provide comment.
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Cultural resources were evaluated as well. SEH contacted the Wisconsin Historical Society and
requested a site screening. The screening indicated there are three documented historical sites in the
vicinity of the project but did riotidentify documenited historicai sites o the project site: Giventhe
sensitive nature of archaeological sites in Prairie du Chien, WSOR is in the process of contracting with
Mississippi Valley Archaeology to conduct a site evaluation in accordance with Section 106 of the
National Historic Preservation Act (NHPA). This survey is currently scheduled for July 23, 2014. The
preliminary resuits of this survey will be included with the wetlands application package and the formal
report will be submitted once it becomes available.

Chapter 30 outfall permit: WSOR will be extending an existing culvert in order to accommodate the rail
siding. Based on conversations with the WDNR, a chapter 30 outfall permit was not anticipated to be
necessary because the outfall will be placed above the ordinary high water mark of 616.3 fi.

Air Permit: WSOR proposes to obtain a Registration Operation Permit, Type A (a "ROPA”) for the site
and, based on review of the regulations and conversations with DNR representatives, believes that the
facility meets the requirements of said permit. As of July 17, 2014 the permit application, supporting
calculations, and a technical memorandum have been completed in draft form. They are under review by
the WSOR and will be submitted to the WDNR upon completion of the review.

Thank you for your cooperation with the project thus far. As stated above, WSOR intends to comply as
much as possible with the regulations or general requirements of the regulations under your jurisdiction
and has indicated they woulid like SEH to continue in their efforts towards acquiring the permits despite
the timeline. We look forward continuing to work with the WDNR on this project.

RPS/BKO

cc: John Derinzy, U.S. Army Corps of Engineers
WATCO/MWSOR Stakeholders



Kopp MCKiChan, LLP - Attorneys at Law Established 1901

Thomas H. Geyer Michael J. Dlds W..Roy Kopp (1905 - 2083)
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Sheila Stuart Kelley - Alo licensed in lowa Lukas L. Steiner Harold K. Geyer (1912 - 1997]

Mac A, McKichan, Jr., of counsel
Writer's direct e-mail: michaeloekopplaw.net

August 5, 2014

Bill Breitsprecher

Re: Open Records Request

Dear Mr. Breitsprecher:

This office represents the Southwestern Wisconsin Regional Planning Commission (hereinafter
“SWWRPC”). On both July 18", 2014 and again on July 21%, 2014, you emailed Larry Ward, the
Executive Director of the SWWRPC, and Attorney Eileen Brownlee, Corporation Counsel for the
Wisconsin River Rail Transit Commission. That email was also copied to several other
individuals.

We consider that email a Public Records Request under Wisconsin Law. For your reference, a
copy of your request is attached hereto. This letter is a response to that request.

In previous correspondence, the SWWRPC advised you that its role in relation to the various
transit commission its serves is “administrative”. “Administrative” was used to describe the
role of the SWWRPC which is actually solely and singularly to provide “administrative support”
services. Thus, to the extent it was construed as involving “authority”, the use of only the word
“administrative” was a misnomer. Likewise, though SWWRPC is often referred to as the
“administrator” for such transit authorities, it is only in the capacity of secretarial functions.
Simply put, the SWWRPC has no authority related to decisions or policy in the respective transit
commissions nor does it enforce the lease agreements and/or operating agreements. Those
roles are reserved to the commission boards.

Accordingly, we do not have any records which would be responsive to your request. Please do
not hesitate to contact me further if you have questions regarding this matter. At this time, |
will consider this records request closed.

44 East Main Street, PO Box 253, Platteville, W1 53818 - Telephone [608) 348-2615 -- Fax (608) 348-2415



Kopp McKichan, 1LP- Attorneys at Law

August 5, 2014
Page 2
Thank you.
Sincerely,
Kopp McKichan, LLP
By:
m .
~\ ;- 1 e M—
Michael J. Olds
MlJo

44 East Main Street, PO Box 253, Platteville, WI 53818 - Telephone {608) 348-2615 -- Fax (608) 348-2415



John F. Corey
Corporation Counsel
(920) 386-3592
Zev D. Kianovsky
Asst. Corporation Counsel
(920) 386-3881
Peter M. Navis
Asst. Corporation Counsel

County of Dodge

Office of Corporation Counsel
127 E. Qak Street
Fourth Floor, Administration Bldg.
Juneau; W1 -53039-1329
Fax (920) 386-3596

August 8, 2014

Kelly L. Lepple
Secretary to Corporation Counsel
(920) 386-3590
Karen S. Schultz
Admmistrative Assistant
(920) 386-3964
Rachel E. Strohbusch
Legal Secretary |

(5920) 386-3593 (920) 386-3591

SENT VIA EMAIL ONLY
Email Address: webmaster@clubtnt.org

Bill Breitsprecher

RE:  Open Records Request
Dear Mr. Breitsprecher:

On August 5, 2014 at 4:04 PM, [ received an email message which appears to have been sent by you to
Attorney Michael J. Olds and carbon copied to Senator Risser, Senator Erpenbach, Senator Vinehout, Frank
Huntington, myself, Attorney Eileen Brownlee, and L.ward@swwrpc.org, reference Open Records Request.

You will recall that you have previously submitted a records request via email to me on July 23, 2014, and |
have responded in writing to the same on July 28, 2014. My response to you on July 28, 2014 is accurate as it
relates to the records request which you submitted on July 23, 2014,

As the email dated August 5, 2014, referenced above, I do not interpret that it was directed to me as a records
request as it is addressed to Attorney Olds, and appears to contain a reference to some communication which

was not from me (“ I demand to know the identities and contact information of the parties your reply vaguely
refers to as the ‘commission board”” — my earlier correspondence to you made no mention of a “commission

board,” so | must assume this comment is directed at someone other than me.) However, 1 am responding to

your August 5, 2014 email simply to advise you that I did receive this email and that I did not interpret it as a
new records request directed at me for any records of the East Wisconsin Counties Railroad Consortium. If ]
am incorrect in this interpretation, please advise.

Next, on August 6, 2014, I was copied on an email from you addressed to m.penn{@swwrpe.org, and c¢.’d to
ebrownle(@tds.net, Sen.Risser@legis. wisconsin.gov, Frank.Huntington@dot. wi.gov, myself, and
l.ward@swrpc.org, wherein you state “I demand the identities and contact information of the members of the
Rail Transit Commissions Board.” While this email request does not seem directed at me, it does describe the
contents of a record which [ possess as custodian of records for the EWCRC, which is a Rail Transit
Commission. Enclosed is a copy of the current roster of the EWCRC Board of Directors, including contact
information for each member.

Dodge Coyinty Corporation Counsel
Attorney for the East Wisconsin
Counfies Railroad Consortium

JFC:kl
Attachment



EAST WISCONSIN COUNTIES RAILROAD CONSORTIUM
MEMBERS OF THE BOARD OF DIRECTORS (2014-2016)

(REVISED August 7, 2014)
COLUMBIA COUNTY
Kenneth W. Hutler
-
Email;
COUNTY
Russeil Koﬂkel iimnm)
Phone:
Cell: Phone:
Email: districtd@co.dodge.wius Email: districti S@co.dodge.wi.us
FOND DU LAC COUNTY

3 W. Koch (Secreta

Phone:
Email: Karen.madigan@fdlico.wigov

GREEN LAKE COUNTY
Vicki Bernhagen
Cell:
K
Steve F. Taylor Khalif Rainey
Milwaukee County Courthouse Milwaukee County Courthouse
901 North 9* Street, Room 201 901 North 9* Street, Room 201
Milwaukee, W1 53233 Milwaukee, W1 5323
Phone: 414-278-4267 Phone: 414-278-4278
Emalil: steve.taylor@milwaukee countywi.gov Email: khalif rainey@milwaukeccountywi.gov
QZAUKEE COUNTY

Phone:
Email: ddohrward2@wi.rr.com
ddohrward@co.ozaukee. wius

Mark Winkel

HINGTON CO!
rman)
Cell:
Email: rick gundrum(@co.washington. wi.us
WINNEBAGO COUNTY

Joel Rasm

Phone:

Cell: I
Email: ron.hardy(@co.winnebago.wi.us Emnil: jocl.rasmussen@co.winncbago.wi.us



Subject: RE: Open Records Request: Commission Boards
From: "Michael Olds" <MichaelO@kopplaw.net>

Date: Thu, August 14, 2014 12:20 pm

To: webmaster@clubtnt.org (more)

Cc: "Sen.Risser@legis.wisconsin.gov Frank.Huntington@dot.wi.gov jcorey@co.dodge.wi.us"
<l.ward@swwrpc.org> (more)

Priority: Normal
Options: View Full Header | View Printable Version | Download this as a file | View Message
details

Mr. Breitsprecher,

From a message left by my secretary, you called my office earlier to
discuss why your original request was considered "closed”. As you
should know from making these requests frequently, once an "open
records request" is answered, the standard practice of the responding
party is to indicate "closed" once that request has been answered. If
from that request, you then seek additional info, then you can make
another "open records request”. | note that you have made another such
request via the email below and a similar one | received late last
Tuesday. Additionally, you made a couple more directly to Larry Ward of

the Southwest Wisconsin Regional Planning Commission (SWWRPC)

This is to inform you that the SWWRPC provides services only for the
following commissions: Pecatonica Rail Transit Commission, South Central
Wisconsin Rail Transit Commission, and Wisconsin River Rail Transit
Commission. Accordingly, the response of the SWWRPC to your request

shall only concern those Commissions.



We are working toward gathering the information sought concerning those
three (3) Commissions to any extent we have such information.

Likewise, because some of the information sought by you would likely be
held by the respective Rail Commissions as well as the SWWRPC, we are
coordinating the response with those Commissions, so that you are not
deluged with the same documents. We hope to get back to you in short

order concerning the same. Thank you for your patience.

Attorney Michael J. Olds

Kopp Mckichan, LLP

PO Box 253

44 E. Main Street

Platteville, W1 53818

(608) 348-2615 [work]

(608) 348-2415 [fax]

THIS COMMUNICATION, INCLUDING ATTACHMENTS, IF ANY, IS FOR THE EXCLUSIVE
USE OF ADDRESSEE AND MAY CONTAIN PROPRIETARY, CONFIDENTIAL OR PRIVILEGED
INFORMATION. IF YOU ARE NOT THE INTENDED RECIPIENT, ANY USE, COPYING,
DISCLOSURE, DISSEMINATION OR DISTRIBUTION IS STRICTLY PROHIBITED. {F YOU
ARE NOT THE INTENDED RECIPIENT, PLEASE NOTIFY THE SENDER IMMEDIATELY BY

RETURN EMAIL AND DELETE THIS COMMUNICATION AND DESTROY ALL COPIES.



Open Records Requests
As of August 15, 2014
Sent to "Graff, Daniel A - DOT"
Daniel.Graff@dot.wi.gov
Submitted Friday, August 15, 2014

At the advice of counsel, [ am going to restate and specify open records requests
that WI DOT has a duty to respond to in good faith, reasonably accurately, and
with reasonably complete information.

[ suggest you to comply promptly as there are filings being made with certain
agencies about activates and transactions that WI DOT is advocating for. Since the
public record in the areas [ am concerned about have been cloaked in relative
secrecy, it is reasonable to contend that announced plans for rail subsidies by WI
DOT cannot be justified or go forward.

This email summarizes, restates, and confirms some outstanding requests that I
have been assured you or Frank Huntington at DOT are “working on”. This listing
does not mean anything you have received from me that is not restated here is not
still open.

The purpose of this email is to allow me to document with my collaborative
partners so that we may go forward with certain filings and other requests. The
fact that these issues remain open undermines certain statements made by WI DOT
and others to the agencies I reference in the first paragraph above.

My open records requests include, but are not necessarily limited, to the items
below. Every item you have indicated is being “worked-on” still must be fulfilled.

I demand:

1. Complete identities and contact information including addresses, phone
numbers, and emails for each member of the Board of Directors for the
following three transit authorities: Pecatonica Rail Transit Commission,
South Central Wisconsin Rail Transit Commission, and Wisconsin River Rail
Transit Commission.

2. Any and all documents, information, and evidence of discussions, fact-
finding, deliberations, opinions, decisions, and justifications for any party at

Open Records Requests: W! DOT, by William P. Breitsprecher Page 1of4



DOT which concludes or infers that serial criminal Bill Gardner had a right
to, under legally binding operating agreements, abuse Wisconsin and
Southern Railroad’s freight operations, specificaily freight revenues and
bank accounts, to illegally and repeatedly launder money — mostly for the
benefit of Friends of Scott Walker.

3. Any and all documents, information, and evidence of discussions, fact-
finding, deliberations, opinions, decisions, and justifications for WI DOT to
continue to use boiler-plate “Representations, Warrantees, and Covenants™
that Attorney Kathleen Chung and, apparently, transit authorities, believe
allow Wisconsin and Southern Railroad’s operations to be used to illegally
launder money. If the original agreements are inadequate to enforce when
serial criminal money laundering occurs directly out of WSOR’s freight
operations — why is WI DOT pushing the same negligent contract language!

4. All documents, information, and evidence of discussions, fact-finding,
deliberations, opinions, decisions, and justifications that underlie DOT’s
decisions to omit material and/or relevant information in filings to Surface
Transportation Board in December 2011 when Bill Gardner transferred
operating agreements that the criminal complaint State of Wisconsin vs
William E. Gardner demonstrates were breached.

5. Identities of any and all parties that were involved with decision to entirely
omit from the public records and filings with Surface Transportation Board
issues, interpretations, opinions, and decisions to cover up potential breaches
of “Representations, Warranties, and Covenants” in Gardner’s operating
agreements with transit authorities.

6. All records and information about any contacts from Gov. Scott Walker and
his administration that recommend, promote, suggest, or demand that WI
DOT enable or support the transfer of operating agreements after Bill
Gardner plead guilty to 2 counts of illegal & excessive campaign
contributions (NOTE: The record shows more than $50,000 was illegally
laundered through the operations of Wisconsin & Southern).

7. All records and information about inquiries, contacts, requests, demands,
recommendations, and follow-up between Wisconsin and Southern Railroad
and WI DOT between April 2010 and August 2014 related to transfer/sale of
operating agreements, controlling interests in Wisconsin & Southern, and
public subsidies and investments in WSOR itself and rail infrastructure.

Open Records Requests: Wi DOT, by William P. Breitsprecher Page 2 of 4



8. All records and information about inquiries, contacts, requests, demands,
recommendations, and follow-up between WATCO and WI DOT April
2011 and August 2014.

9. All records and information about inquiries, contacts, requests, demands,
recommendations, and follow-up between General Accountability Board
(GAB) and WI DOT April 2011 and August 2014 related to Wisconsin &
Southern, Bill Gardner, WATCO, public subsidies, and investments in
WSOR or rail infrastructure.

10.All records and information about inquiries, contacts, requests, demands,
recommendations, and follow-up between Bill Gardner and WI DOT
between April 2011 and August 2014,

11.Any and all traffic surveys, including commodities hauled & projected
future train densities that were used in the decision process to pursue and
then close a purchase of the Reedsburg — Madison rail line from Union
Pacific. I demand all documents used to justify plans to subsidize WATCO
directly and/or indirectly to the tune of tens-of-millions of dollars.

12. Any and all assessments and valuations that were used in negotiations to
reach agreement on a purchase of the Reedsburg-Madison rail line from
Union Pacific.

13. Any and all communications with Wisconsin Department of Natural
Resources, including but not limited to Friends of Wisconsin State Parks,
Friends of Devils Lake State Parks, Peter Beirmeier, Recreational Planning
and Development Chief, and the Board of Directors for each “Friends of”
cited above related to the acquisition of the Reedsburg-Madison rail line and
the Board of Directors for each “friends”

14. All documents, information, and evidence of discussions, fact-finding,
deliberations, opinions, decisions pertaining to silica formations and sand
mining in Sauk County, other locations along the Reedsburg to Madison rail
line, and any location that would be suitable to truck frac sand to transload
on the Reedsburg to Madison rail line.

Open Records Requests: WI DOT, by William P. Breitsprecher Page 3 of 4



15. All documents, information, and evidence of discussions, fact-finding,
deliberations, opinions, decisions pertaining to any and all possible
extensions of the Reedsburg Madison rail line to any points north, west, or
east. This includes, but is not limited to, reverting The 400 Trail back into a
rail corridor that could potentially serve the entire spine of Wisconsin’s
extensive silica formations that reach up the Western part of the state.

16. All documents, information, and evidence of discussions, fact-finding,
deliberations, opinions, and decisions pertaining to filling wetlands and
creating a rail yard in Prairie du Chien.

17. All documents, information, and evidence of discussion, fact-finding,
deliberations, opinions, decisions pertaining to transloading facilities that
would allow Wisconsin & Southern/WATCO to transload frac sand onto
barges on the Mississippi river.

18. Any and all documents and information related to contacts and
collaborations with Koch Industries of Wichita, KS, related to Wisconsin &
Southern, WATCO, and/or the development of frac sand mining, transit,
transloading and final destination & use of said commodity.

The record needs to show what documentation and other information falls within
the requests above. The record also needs to show when there is not records or
evidence that supports the inquiries above.

Statements that WI DOT has no information in any of the above areas will be
forwarded to certain agencies that are assessing the validity and appropriateness of
issues and filings placed before them.

Thank you in advance for your help and good-faith compliance.

William P. Breitsprecher

Friends of Responsible Rail Development
318 W Main Street

Sun Prairie, WI 53590
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Building a Better World

for All of Us®
MEMORANDUM

TO: Jim Devlin, Wisconsin Department of Natural Resources

Carrie Olson, Wisconsin Department of Natural Resources

Jordan Thole, Wisconsin Department of Natural Resources
FROM: Ryan Sauter, Short Elliott Hendrickson
DATE: July 17, 2014
RE: Permit Summary Memo

SEH No. WATPS 128572

On behalf of Wisconsin & Southern Railroad (WSOR) and Watco Companies (Watco), Short Elliott
Hendrickson Inc. (SEH) is submitting this memorandum to update the Wisconsin Department of Natural
Resources (WDNR) of the progress towards permitting WSOR’s proposed rail siding and trans load
facility expansion in Prairie Du Chien, Wisconsin. In accordance with and based on our meetings in
Prairie du Chien and numerous telephone discussions, SEH is preparing numerous correspondence and
permit applications for submittal to WDNR.

Concurrent to this effort, WSOR has indicated that they intend to initiate development of this property
under the authority granted by the commerce clause and will use federal pre-emption to begin this project
without regulatory permits in place. WSOR has indicated and has reiterated in the past that they intend to
comply as much as possible with the regulations or general requirements of the regulations under your
jurisdiction; however, given the time constraints of the application and approval processes, WSOR is
unable to complete the permitting and approval processes before breaking ground and commencing
construction activities. SEH has been informed that WSOR currently intends to initiate ground disturbing
activities at the site on July 21, 2014.

In light of WSOR's intention to break ground on July 21, 2014, SEH is providing this progress
memorandum to document the substantial progress made towards preparing permit applications and
supporting documentation. WSOR has undertaken these efforts based on their commitment to design,
construct and operate the facility in a manner that attempts to minimize the impacts of this project on the
natural environment and community.

Foliowing are brief summaries of the primary permitting activities underway.

Floodway Zoning: SEH's Certified Flood Plain Manager (CFM) is currently modeling the impact of the
project on the base flood elevation. Preliminary results indicate the fill to be placed onsite for rail siding
will not raise the base flood elevation by more than 0.01 ft. The final modeling along with a technical
memorandum is anticipated to be submitted to the WDNR when complete. WSOR intends to build the
trans loading structure as an accessory to an open space use (the rail yard) that is dependent on a
waterfront location. WSOR contends that the operation is dependent on the existing rail line that is
located near the waterfront and therefore their operation is dependent upon a waterfront location. WSOR
intends to build the structure at or near the existing site grade and will flood proof said structure in general

Engineers | Architects | Planners | Scientists

Short Elliott Hendrickson Inc., 312 South 3rd Street, La Crosse, Wi 54601-4007
SEH is 100% employee-owned | sehinc.com | 608.782.3161 | 888.908.8166 fax




Permit Summary Memo
July 17, 2014
Page 2

accordance with NR116.16. In addition, WSOR has designed the structure so that the lower wall panels
can be removed if a flood event occurs. This will allow floodwaters to flow through the structure without
obstruction, thus eliminating any large scale effect on the flow of floodwaters.” WSOR intends to buiiid the
rail siding at the same elevation as the current track as has been shown on several maps previously
submitted to the WDNR.

Construction Stormwater: The construction stormwater permit will not be in place when ground
disturbing activities commence; however, contractors will be instructed by WSOR to follow an erosion and
sediment control plan that is designed in substantial compliance with Subchapter 1l of NR 216. This
erosion and sediment control plan will be in place by the time land disturbing activity commences.

Post Construction Stormwater: Post construction stormwater will be managed according to NR 151.
Additional discussions with the WDNR regarding post construction stormwater management on the
northern portion of the site in the area of the rail siding will occur. WSOR contends they do not need to
alter stormwater management for the southern portion of the site where the transioading facility will be
expanded because they do not intend to increase the amount of impervious surface as compared to
current site conditions. On the northern portion of the site, WSOR plans to construct using a ballast
material to mimic the undeveloped condition. WSOR proposes to utilize a pervious ballast material that
will allow stormwater to penetrate vertically, through the cross-section and then encourage a slow,
filtered, horizontal disconnected displacement and weep of any excess runoff that maintains sheetflow
conditions to the adjacent wetlands. We understand that this design has been accepted by the WDNR at
other locations.

Industrial Stormwater: WSOR intends to submit an NOI to WDNR. The NOI will be submitted without
the operating SWPPP; however, the SWPPP will be developed within a reasonable time frame and
submitted to the WDNR.

Wetlands: WSOR will not have wetland fill permits in place when land disturbing activities commence.
WSOR has indicated and provided data to show they have done significant alternative site analysis and
have selected the only suitable site for this project and have attempted to minimize impacts to the wetland
by minimizing the footprint of the project. A full wetland delineation report has been completed and at this
time it appears that the project will impact 1.8-2.0 acres of established wetlands. WSOR intends to
mitigate unavoidable impacts through permittee responsible mitigation and is currently actively engaged
with a landowner that may be willing to seil suitable acreage for the purposes of mitigation. The land
appears to be suitable but has not undergone a detailed evaluation for suitability. WSOR will continue to
research and pursue other possible locations or methods for mitigation as well.

Application materials and supporting documentation will be submitted once SEH’s wetland specialists
have completed their assessment of the wetland and compiled the resuits. Site personnel have indicated
that the water levels have dropped significantly and ground surface should be exposed soon; this will
allow the wetlands professionals to complete their analysis with a tentative submittal date to the WDNR of
the week of July 28t

In an effort to increase the efficiency of the WDNR permit application analysis, SEH conducted an
environmental review. The purpose of the review was to assess whether existing and potentially affected
environmental features are located in the project area. More specifically the site was evaluated for the
likelihood of the presence of threatened and endangered species as well as historical and cultural
resources. The report will be submitted to WDNR under separate cover.

It appears as though the project has low potential to impact threatened or endangered species. However,
WSOR requests the WNDR review the information in the report, when submitted, and provide comment.
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Cultural resources were evaluated as well. SEH contacted the Wisconsin Historical Society and
requested a site screening. The screening indicated there are three documented historical sites in the
vicinity. of the project but did not identify documented historical sites-on-the project site. ‘Given the
sensitive nature of archaeological sites in Prairie du Chien, WSOR is in the process of contracting with
Mississippi Valley Archaeology to conduct a site evaluation in accordance with Section 106 of the
National Historic Preservation Act (NHPA). This survey is currently scheduled for July 23, 2014, The
preliminary results of this survey will be included with the wetlands application package and the formal
report will be submitted once it becomes available.

Chapter 30 outfali permit: WSOR will be extending an existing culvert in order to accommodate the rail
siding. Based on conversations with the WDNR, a chapter 30 ouffall permit was not anticipated to be
necessary because the outfall will be placed above the ordinary high water mark of 616.3 ft.

Air Permit:. WSOR proposes to obtain a Registration Operation Permit, Type A (a “ROPA”) for the site
and, based on review of the regulations and conversations with DNR representatives, believes that the
facility meets the requirements of said permit. As of July 17, 2014 the permit application, supporting
calculations, and a technical memorandum have been completed in draft form. They are under review by
the WSOR and will be submitted to the WDNR upon completion of the review.

Thank you for your cooperation with the project thus far. As stated above, WSOR intends to comply as
much as possible with the regulations or general requirements of the regulations under your jurisdiction
and has indicated they would like SEH to continue in their efforts towards acquiring the permits despite
the timeline. We look forward continuing to work with the WDNR on this project.

RPS/BKO

cc: John Derinzy, U.S. Army Corps of Engineers
WATCOMWSOR Stakeholders



Wisconsin’s Silica Sand Formation, Rail S8ervice, and
Development of Frac Sand Mining in Wisconsin

The unstated purpose of rail subsidies and development of the Reedsburg and Madison rail line
is to develop another frac sand rail corridor in Wisconsin. This is being withheld from the
public, just like WI DOT, Bill Gardner, and WATCO withheld critical and material information
about the 2011 transfer of operating agreements which Gardner and key employees breached
when they repeatedly used Wisconsin and Southern Railroad operations to criminaily launder
money, more than $50,000, to Friends of Scott Walker.

Itis a fact that: Frac Sand Mining and Procassing Facilities
1. The State of Wisconsin i Niscuosy Jurp s

possesses unique quartz-rich
silica sand formations
containing crystal structures
ideal for gas and oil fracking.

2. These formations are
concentrated in certain
regions of the state
(demonstrated to right).

3. While these deposits are
currently being exploited and
extracted, in areas with
adequate rail service, this
activity is increasing
exponentially.

4. Recdsburg is at the tip of
where the lodes of silica
formations converge — it is
ideally located to be
developed into a frac sand
hub.

5. The Comprehensive Plan of
the City of Reedsburg (2012
draft) acknowledges the huge
potential of large-scale silica and mining.

6. The Merrimac Bridge on the line and the fact that this rail line is intertwined with The
State of Wisconsin’s #1 tourist destination, Devils Lake State Park, hinder development.
This is the only reason Sauk County is not currently actively mined for quartz-silica sand.

By William P. Breitsprecher, ©2014, All Right Reserved Page 1 of 5



7. Gov.Seott Walker's DOT is addressing the first obstacle-above by continuing to provide

grants and public money to repair and upgrade the Merrimac Bridge. This structure,
however, was designed for axel loadings for steam locomotives — the bridge will need to
be substantially rebuilt/reinforced, at estimated cost between $30- $60 million dollars, to
safely handle the axel loadings of modern freight trains — especially frac sand cars.

8. Gov. Scott Walker's DOT is withholding any and all plans to develop the Reedsburg-
Madison rail line from Wisconsin DNR add their park services.

9.  As the map on the previous page indicates, rail access is the key component to the
development of frac sand mining and processing facilities.

10. WATCO is currently filling wetlands without a permit (per DNR regulations and federal
law) for the purpose of building a frac sand marshalling year. Their legal opinion stating
they have a right to do so provides the justification for any and all Wisconsin & Southern
Railroad partners, such as Paterson Sand, to proclaim themselves free from any and all
city, county, and state regulations as well,

11. WATCO, a transportation holding company with barge operations, appears to be
developing a frac sand hub in Reedsburg and infrastructure in Prairie du Chien to allow it
to store and eventually potentially transload silica frac sand to the Mississippi River for
points south and then via Gulf of Mexico to any point in the world where operations
extract of oil and gas.

12. Silica dust and sand are known to be dangerous carcinogens.

The record clearly shows that it is reasonable to consider and even probable that the result of the
Reedsburg-Madison rail purchase, entirely withheld from the public, is not to accommodate 7
shippers on that rail line (1. Grede Foundries, 2. Primex Plastics Corp, 3. Reedsburg Hardwoods,
4. Meister Log and Lumber, 5. Henke Trucking, 6. Loeb Lorman Reeycling Company, and 7.
Hartje Lumber Company}. These rail customers have not indicated they will increase rail
shipments significantly if Wisconsin DOT purchases the rail line. They minimally, if at all, use
rail service today.

Wisconsin DOT has released no data, studies, surveys or other information to justify the public
investment of tens-of-millions of dollars into developing the minimally used rail corridor that
was subject to talk of abandonment with owned by Chicago and North Westemn Railroad.
Because of the secrecy surrounding the proposed rail acquisition proposed by Wisconsin DOT, it
is entirely misleading and a material misrepresentation for any filing with Surface Transportation
Board to proclaim there is no opposition to their plans for this rail corridor.

By William P. Breitsprecher, ©2014, All Right Reserved Page2of5




If Attorney Kathleen Chung wants to directly state on the docket that there is no opposition to
- proposals before STB, she is being demonstrably disingenuous. - Wisconsin DOT mustnot be.
granted any waivers, exemptions, or expeditions. Instead, Surface Transportation Board must
compel WIDOT and WATCO to:

I. Promptly release any and all data, surveys, and justification for this proposed transaction,
especially since it is entirely subsidized by taxpayers® dollars.

2. Inform Wisconsin Department of Natural Resources of the acquisition of this rail line and
work with the Parks & Recreation division to develop a workable plan to protect the
public’s use, investment, and safety at Devils Lake State Park.

3. File materially accurate, complete, and honest information with the Surface
Transportation Board and accept an adequate and extended approval process so that all
material facts, including all concerns, be part of the docket.

4. Submit for public and STB scrutiny the legal position of WATCO and other stakeholders
in-terms of acknowledging and accepting comments, input, oversight, regulation, and
permits required by any legitimate authority. If WATCO feels they can begin filling
wetlands in Prairie du Chien without a permit and in defiance to all applicable rules,
laws, regulation, and permits; they cannot be allowed to develop a rail line that appears to
be intended to serve as a frac sand hub and corridor in the near future without cooperating
to put all material facts and information on the public record.

There appears to be an ongoing pattern of incomplete and misleading statements being filed at
STB by Wisconsin Department of Transportation and WATCO. No approval of any petition for
waiver, exemption, and expedition related to a subsidized rail purchase of the Reedsburg-
Madison rail corridor can be approved until:

1. Issues related to material omissions of filings in 2011 are redressed.

2. Complete information about Bill Gardner & key employee’s serial criminal use of
Wisconsin and Southern Railroad and the legal ramifications per “Representations,
Warranties, and Covenants” in operating agreements are released, verified, and presented
to STB completely and accurately on current docket filings and under a Petition to
Revoke which will be submitted when all pertinent information is released.

3. Wisconsin Department of Transportation informs the public and acknowledges any and
all issues related to traffic and safety that arise directly and indirectly from the proposed
heavily publicly subsidized purchase of the Reedsburg-Madison rail line. This includes
publicly stating the purpose of massive subsidies, commodities likely to be hauled, and
all issues related to the material fact that silica frac sand mining reasonably appears to
underlie

By Willlam P. Breitsprecher, ©2014, All Right Reserved Page 3of5




Exhibits

Exhibit A: Proposed Sale, Reedsburg-Madison Rail Line, to Wisconsin Department of
Transportation

Wi dbretiinks. com/odiFiles ST B SDO T % 20BALE% Z0E X HIBITY% 20A% 20 evised % 201-17-2014%20%284%.28 odi

Exhibit B: Wisconsin & Southem Rail Lines — Essentially all owned by the State of Wisconsin

Exhibit C: WATCO Presentation, ENERGY! ENERGY! ENERGY! Reveals that Frac Sand is
a Key Commodity that Future Growth Hinges On,

hitp/breitlinks comfpdiFiles STRIM 0-31-12%20NW%20Unlversity% 20 S andhouse% 200ang %2011 %201 %2012 o4

Exhibit D: WSOR Pre-emptive Notice to Wisconsin Department of Natural Resources

Exhibit E: Rail storage yard proposed at sand loading site in PdC

Exhibit F: Frac sand in Wisconsin

Exhibit G: Geology of Sauk County

By Witliam P, Breitsprecher, ©2014, All Right Reserved Page b of 5




Exhibit K: Planning and Zoning for “Frac Sand” Mining

Exhibit L: Comprehensive Plan of the City of Reedsburg

Exhibit M: Trail Guide, Devils Lake State Park (NOTE: The Reedsburg-Madison rail corridor
is commonly used by park visitors and campers to move from the north end and
beach 10 the south end).

Health

By William P. Breitsprecher, ©2014, All Right Reserved PageSof 5
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Exhibit C: WATCO Presentation, ENERGY! ENERGY!

ENERGY! Reveals that Frac Sand is a Key Commodity that
Future Growth Hinges On.

NOTE: This file is too large for the limitations of STB e-Filing System. It
provides important context and must be part of the record.

It is available to view and/or download at;

http://breitlinks.com/pdfFilesSTB/10-31-
12%20NW%20University%20Sandhouse%20Gang%2011%201%2012 pdf
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Sandhouse Gang - Northwestern Unlversity
November 1, 2012
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Watco Overview

Fl A New Shortline Model / Shortlines - Stefan
= Unique Set of Services
= Unigue Partnerships
s Unique Structures

# A New Shortline Model / Energy by Rail - Allan
»  New frontier
. Reinventing the oil train

| Questions




Watco Companies was started in 1983 by Charles R. “Dick” Webb with a
switching operation in DeRidder, LA that is still in existence today

Coffeyville, KS was our next expansion in 1985 with a car repair facility.
This expanded into what is now the SKOL railroad which was the first
shortline purchase completed with the Union Pacific

Watco’s focus on Customer satisfaction has grown the company into an
all encompassing industry serving rail, mechanical, switching, storage,
trucking, warehousing and intermodal needs of Customers throughout
twenty-six states




Improve Customer Satisfaction

v’ Right Service
¥" Right Time

v" In the Right Condition - Delivered SAFELY

v At the Right Price
Hl Improve Profitability

v Revenue Growth Rate

v’ EBITDA Growth

v" Return on Assets > WACC%

v Free Cash Flows

v" Economic Value Add (EVA)

Do Both Over the Long-Term
v’ Building Relationships

Customers
Watco Team
Communities
Vendors
Investors




Watco Services

Watco's goal is to improve profitability and customer satisfaction over the long-
term Dy providing services to fill all customer needs




Largest car repair shop

service provider in U.S.
3rd largest short line
railroad operator in U.S.

3rd largest industrial
contract switching
provider

610,000+ annual
carloads

4,500 track miles
3,120 Watco team
members

400+ locomotives

3,900 railcars

aEaDdD

o>

26 states served

27 switching operations
29 short line railroads

16 mechanical shops, 23
railroad repair shops, 8
locomotive shops and 5
private railcar shops

20 terminal locations

10 warehouses & 2 port
locations

International service in

Canada and Western
Australia










Three Acts (So Far)

Bl Act One - Exposition
* Introduces Characters
= A dramatic situation occurs and ensures life will never be the same

Act Two - Rising Action
» Characters attempt to resolve the first act turning point
= Characters struggle doing so because they do not yet have the skills needed
= New skills and are awareness are needed

B Act Three - Resolution
= Newly acquired skills help resolve the Act Two struggles
= Characters have a new sense of who they really are

- THE BIG QUESTION: Is this a Three Act Play (Five Act? - More?)




M Staggers Creates New Industry

Pl Regional Railroads
*= Large integrated networks

# Motivated Sellers
= Network optimization
=  Work rule iImprovements
= MAIN lines

# Buyer Benefits
s Premium properties
= Unparalleled commercial opportunities
= Limited seller controls




m

Lessons Learned - No more MRL’s

Shortlines

Less connectivity / Reliant on one connection

Motivated Buyers

Rise of the Hold Co’s(States Rail, Park Sierra, RailAmerica,
G&W, RailTex)

$$$%
Still plenty of transactions

Seller Benefits

Interchange agreements
Handling line / lease structure
Decent seller/lessor controls




Current Outlook - Challenges
» High consolidation
» High multiples / seller expectations
» Highly competitive market
= Limited Class 1 opportunities

B Partnerships/Structures
* Shippers outsourcing
= Unique structures
* Eliminate the “bid up”
s Constantly looking for the new mouse trap
= [nvestors that bring more than money

Terminals

= Unit Train and Single Car Compatible

» Leverages Watco’s Core Competencies
= _First Mile / Last Mile while maximizing Class 1 ne
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GUICHK FACTS:

Srart Data: April 2011

Track miles: 43.62

arinads: 5,627
Tanm Members: 10

Ton Commadities: Paper

products and aggregates

Key Takeaways: Leverage the
Customer First! model via the
switching service and
mechanical offerings
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GUICK FalTs:
“tart Date: February 1, 2012
Trank miles: 75,9

Caroads: 50,000

Team Members: 109

Top Commodities: lron ore, coal,
steel sheets and pipe

Key Takeaways: Strategic partnership
with the Seller and Port Birmingham
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Track miles: 23

Top Cammoditiag: Crude oll

Key Takeaways: Leverage crude
by rail expertise and customer
relationship




CANCK FALTS:

Start Dsto: September 1
Tarinads: 59,500

Toom Membars: 88

Ton Qommodities: Cement,
fertllizer, aggregates, coal, sand
and grain

Key Takeaways: The Terminal
Model and leveraging WTS and
WTPS



Faots: Serves the Swan Ranch
Industrial Park

Topm Meambers: 2

«: Asphalt

Top Commaonit

Key Takeaways: The Terminal
Model




Start Dete: January 1, 2012

Trank miles: 700

Tarioads: 50,000

Team Membhera: 220

Top Commaddities: Lumber, coal,
fertilizers, grains, plastics,
aggregates, ethanol, and liquid

petroleum

Key Takeaways: Structure, leverage
partnerships with Class 1 RR’s
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Start Dnte: May 1, 2012

<3

Team Members: 114
Commodities: Grain

Key Takeaways: KO Model

Watco has been awarded a long-term grain
rail contract to provide services to the CBH
Group of Western Australia. The CBH Group is
a Western Australian farmer owned co-
operative that was established in 1933. it's
controlled by more than 4,800 grower-
shareholders who plant and harvest grain
grown across the 198,840 square miles that
comprise the Western Australian grain belt.
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B Watco’s Greens Port Terminal is located on 655 acres in the heart of the
Houston Ship Channel in Harris County, Texas and is the largest private multi-
tenanted industrial park in the Gulf Coast market. Greens Port offers deep
water and barge docks along the Houston Ship Channel with services through
two non-union stevedores. Greens Port provides approximately 3 million square

- feet of indoor facilities in 20 buildings that feature large bay widths, numerous
cranes ranging from 5 to 125 ton capacity, the ability to clear heights ranging
from 20 to 45 feet, and heavy floor loading capacity. Direct rail served buildings
and rail storage yards are available within Greens Port.

P Rall Services: Greens Port is served by 22 miles of rail infrastructure with four
rail yards capable of storing up to 1,200 railcars. Plastic pellets, resins,
petroleum commodities and bulk materials are staged in our easily accessible
rail yards which can be utilized for storage in transit or for transloading into the
Gulf Region. This service provides a flexible option for many shippers who don’t
have the space at their facility to stage finished products or to hold empty
railcars waiting to be loaded. Greens Port has direct interchange with the Port
Terminal Railroad (PTRA) facilitating easy interchange with the UP, BNSF and
KCS Railroads. Greens Port also offers the ability to build and receive unit

trains.




Port Services: More than 4,000 linear feet of frontage to the Houston ship channel is
available, including a 1,080 linear foot deep water dock (depth of 41’ MLT) capable of
serving Panamax Class vessels. Also available with the main dock is a separate river
barge terminal equipped with a 40 ton overhead crane. The docks include large
adjacent concrete staging areas and roll on roll off capacity. These facilities make
Greens Port a preferred destination or origin for a diverse variety of freight including
large equipment, vessels and machinery.




Port Birmingham is comprised of 184 total acres with 1 % miles of frontage on the
Black Warrior River. The Port handles a variety of bulk and break bulk material via
barge and railcars. River service connects to the deep water Port of Mobile and rail
service connects with the BNSF, CSXT, and NS over the Birningham Terminal
Railway.

Barge Services: Port Birmingham offers fleeting and shifting servicas and can
store up to 40 barges. The facility also has a loop track for unit train and can direct
discharge from rail to barge. Onsite equipment allows for bulk materials to be
{oading in to hopper cars from barge or storage.

Transload Services: There are 5 barge to rail - rail to barge stations at the Port,
they include: 1) a 25 ton gantry crane with clamshell and hook capabilities, 2) a 23
ton gantry crane with clamshell capacity with on dock rail and truck loading and
uniocading, 3) a rapid load out conveyor system that has a bottomv/end dump
railftruck unloading pit that can go direct to barge or to ground storage, 4) a direct
truck to barge load out, and §)a 100 ton derrick that can load or unload structural or
project cargo to or from a barge. The types of materials handled include heavy
machinery, structural stesel, coils, slabs and other project cargo.

Rail Services: Port Birmingham's rail facilities are well designed and well built.
There i3 a loop track and yard on the Port property with each having the capacity to
handle a 75 to 100 car unit train for movement to and from the Port.

Location: The facility is 22 miles west of Birmingham and located on a major truck
route (State Route 2689). In addition to Watco's now famous Customer First Service

Port Bimningham offers superb rail — river- truck connectivity.
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- Case Study: Watc ¥:
" On December 15, 2010, Watco Companies and Kinder Morgan Energy Partners announced an
agreement where Kinder Morgan would invest up to $150 million over the next year in Watco
Companies in exchange for a preferred equity position in the company. The advantages of this

partnership are:

50: .ﬁ ! G !l Q ! 'I-

« Transaction provides an avenue for significant investment into a high growth business

«» Class | connections will continue to divest of non-core assets and focus on unit train
movements

+ Investment opportunities will be more significant over time
« Proven track record of successful investments with recent acquisitions and expansions
» Entrepreneurial mindset towards growth

w Significant S .
» Over 690,000 railcars handled at KM Terminal facilities annually
» Over 100 Class | railroad connections at KM Terminals and 12 short-line connections
» Terminaling and railroad industry are integral to each other







¥ Transload facilities, taking product from trucks to railcars or vice versa, provides
an option for non-railroad served industries to utilize rail transportation. The
design of the facility, its level or frequency of service from the railroad, its
internal layout, operational and inventory systems, and material handling
systems for the product being handled are all important considerations that
must be understood and optimized for these facilities to be successful.

Efficient operations are required to compete effectively against direct truck or
direct rail shipments. The design of the faculity, its level or frequency of service
from the railroad, its internal Iayouf, operatlonal and inventory systems,
and material handling systems for the product being handled are all
important considerations that must be understood and optimized for these
facilities to be successful. |




Understanding what existing and planned future
rail facilities look like

They come in all sizes!

500 track feet for a 5 railcar per day terminal to
10,000 track feet for é 1.0 Pailcar unit train

termmal
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Track 10 - Complete (ceramics) Track 5~ Complete (sand) Track 14 - Proposed ~ (NGL)

b Track 9~ Complete (sand) Track 11 - Signing Quote (scrap) Track 15 - Proposed — (NGL)

B Track 8 - Complete (sand) Track 19 - In Contract Stage (sand) Track 16 - Possible ~ (Crude)

Track 7 ~ Complete (sand) Track 20 = Proposed (frac tanks) or High Wide (tanks)

Track 6 —in Contract stage (sand) Track 18 tail - Proposed (frac tanks) or High Wide (tanks) Track 17 - Proposed SGL Pipe







¥ What is the current demand based on geographic locations?

Bl ENERGY, ENERGY, ENERGY!!

B Crude oil, frac sand, pipe, aggregate, cement.
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Moving a barrel by rail can cost $7 to $14, compared with $2 to $5
by pipe, depending on destination. But that price difference pales in
comparison to a $15 to $30 premium for reaching the right markets

Producers are working shale everywhere and rail transload terminals
are a cost-effective, very quick way to start moving crude to market

B Flexibility to serve all markets using existing N.A. rail infrastructure.
Existing rail routes have capacity to reach East and West Coast
markets in the U.S. that may not have sufficient pipeline capacity.

Isolation of commodity to prOv?ﬁe a “pure barrel” to the destmatlon
" Speed to market - 12 months to build a unit train rall_rterminal

Comparatively low entry level capital requirements

—_—
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Benfait

Woodnorth
Dore
PSWR
Pecos
Swan Ranch
Stroud
Stanley
Tioga
Harwood
Refugio

St. Louis
TIBR

LAS

La Crosse
Lawton
OKC

Bienfait SK, Canada
Woodnorth MB, Canada
Dore ND

Midland PA

Pecos TX

Cheyenne WY
Stroud, OK (2)
Stanley ND

Tioga ND

Harwood TX
Refugio TX

St. Louis MO
Silsbee TX

Minden, LA

La Crosse WI
Lawton OK
Oklahoma City OK

(NEW
(NEW)
(NEW)

(NEW)

(NEW)

(NEW)

(Private and Open)
(Private)

(Private)

(Private)

(Private)



Bl Transloading, Warehousing, Rail Logistics, Consulting and
Truckmg

= Consulting
Consolidation and deconsolidation of truckloads to raﬂ rail to |

multi-destination truckloads

Railcar ordering and fulfillment

Billing railcar shipments

Bundled pricing

Transloading

Cross Dock

Storage

Inventory management

Truck dispatching

Flatbeds, vans, stretch and drop deck trailers



Averége cost to build a unit train terminal is $30-$50m

Typical capital payoff is 5 years or less. No long term take or
pay commitments required.

KM and Watco can provide capital to build crude by rail
terminals

Origin and destination terminals are built simultaneously

U.S. rail network provides a readymade “pipeline on wheels”
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