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Western Fuels Association, Inc.

Western Fuels Association, Inc.
is a not-for-profit cooperative that supplies coal and transportation services to 

consumer-owned electric utilities throughout the Great Plains, Rocky Mountain 

and Southwest regions. Serving a wide variety of public power entities ranging 

from rural electric generation and transmission cooperatives to municipal  

utilities, Western Fuels Association offers its Members diverse and extensive 

expertise in coal mining, coal procurement and transportation management.

WYOMING RAILROAD RATE CASE UPDATE

In October 2004, Western Fuels Association filed a complaint with the Surface Transportation Board against the 

Burlington Northern and Santa Fe Railway (BNSF) seeking agency redress from unreasonable rates imposed by BNSF. 

The complaint asked the regulatory body to require the carrier to lower the rates on the 175-mile rail haul between 

Wyoming’s Powder River Basin and the Laramie River Station, a power plant operated by Western Fuels Association 

Member Basin Electric Power Cooperative. The line is owned by BNSF and there are no other viable alternatives for 

delivering the coal to the plant.

In 2005, all evidence and supporting briefs were filed in the case, the record was completed and the Association 

continued to work toward what it hoped would be a decision by the fall of 2006. In February 2006, however, the 

Surface Transportation Board said it would not decide the case in 2006, and that a decision would be delayed 

while it revisited its governing rate reasonableness rules as part of an agency rulemaking proceeding. Western Fuels 

Association’s original filings remain valid, but now a ruling isn’t expected in the case until 2007, following the com-

pletion of the rulemaking proceeding and the Surface Transportation Board then decides which rules to apply.

Although the case extension will result in additional litigation expenses, the Association will continue to fight any unfair 

rate burdens placed on its Members and other captive shippers.
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Coal is where your power begins.
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President and CEO’s Message

Without question, 2005 represented one of the toughest years 

in the coal industry in decades.

Insufficient rail capacity, large-scale transportation service  

disruptions and steadily increasing demand combined to pro-

duce spiking prices, dwindling inventories and unsettling times 

for coal producers and electric utilities that rely heavily on  

coal-fired power.

Despite the trying conditions, we are proud to report that Western 

Fuels Association continued to meet its goal of reliability while 

ensuring an adequate supply of coal for all of its Members. In 

the process, Western Fuels Association supplied its six Class A 

and Class B Members with more than 16.5 million tons of coal 

during 2005, which contributed to the generation of an esti-

mated 29 million megawatt-hours of electricity—enough to 

power 2.8 million homes. 

CHALLENGES IN 2005

Western Fuels Association’s ability to maintain lower costs on 

delivered coal for Members faced several challenges throughout 

the year, namely:

•  A deterioration of transportation service from Wyoming’s 

Powder River Basin mines which stemmed from two May 

derailments and the ensuing transportation delays caused by 

the previously unscheduled and extensive track maintenance 

on the Powder River Basin Joint Line. This line serves as the 

nation’s leading source of low sulfur coal and is one of  

the busiest rail corridors in the world.

•  A significant rise in the price of natural gas, caused in part 

by hurricanes Katrina and Rita in the Gulf of Mexico, 

which provided coal producers with additional leverage  

to increase prices.

•  A jump in commodity prices of all kinds, resulting in some 

added surcharges by producers, equipment manufacturers 

and transportation service providers, among others.

Nationwide, domestic coal companies produced a record  

1.13 billion tons in 2005, with nearly 92 percent consumed by 

electric utilities for power generation. Demand for cleaner burn-

ing coal from the Powder River Basin remained strong, which 

contributed to a nearly three-fold increase in spot prices between 

January and October of 2005. These prices have generally  

followed a downward trend since January 2006, however, 

they are still much higher than January 2005 price levels.

WESTERN FUELS ASSOCIATION CONTINUED  

TO SERVE MEMBERS

Western Fuels Association maintained its commitment to its 

Member utilities despite the challenges presented in 2005. 

Measures taken on behalf of our Members included:

•  Procurement activities that locked in Powder River Basin coal 

prices for many of our Members before the fall price surges.

•  Purchasing efforts that replenished dangerously low stockpiles 

at a number of Member plants.

•  Initiating negotiations for a fourth train set to exclusively 

serve the Laramie River Station.

•  Initiating discussions among four members to purchase 

a pool train set.

Furthermore, we continued to take an active role in challenging 

the anti-competitive efforts of the nation’s largest railroad com-

panies, working with other shippers to enlist the support of  

11 U.S. Senators and 36 U.S. Representatives for the Railroad 

Competition Act of 2005. As legislators and the public 

became increasingly aware of the increased costs stemming 

from captive shipping agreements—most importantly on the 

175-mile Burlington Northern and Santa Fe Railway-owned  

line connecting the Powder River Basin to the Laramie River 

Station—several entities came forward in support of the captive 

shipper protection legislation.

Ultimately, competition—or the implementation of strong backstop 

regulatory protections to challenge unreasonable rail rates where 
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there is a lack of effective competition—not only benefits our 

Members, but also the ranchers, farmers, small business owners 

and families that serve as the foundation of the cooperative 

power system and ultimately pay for the coal freight services. 

Western Fuels Association continues to provide leadership in 

national efforts to protect captive shippers from being forced to 

pay excessive transportation rates.

WESTERN FUELS ASSOCIATION MEMBERSHIP 

REMAINS HEALTHY

Already a leader in the coal industry, we were pleased to 

expand the ranks of Western Fuels Association’s Class C  

membership with the addition of Colorado Springs Utilities  

of Colorado.

Elsewhere, Basin Electric Power Cooperative, a Class A Member, 

pushed ahead with the development of a mine-mouth power 

plant with a gross output of 422 megawatts to be located  

near the Dry Fork Mine in the Powder River Basin. The plant is 

expected to be operational in 2011. In 2005, the Association 

conducted an extensive exploration project to evaluate the 

quality and volume of the coal reserves earmarked for the new 

plant. Western Fuels Association is providing assistance to Basin 

Electric Power Cooperative in its efforts to site an additional 

1,200 megawatts of coal-fired capacity within its service territory.

Tri-State Generation & Transmission Association, another Class A 

Member, received approval from its Board to build two 600-

megawatt coal-based power plants at the Holcomb, Kansas, 

facility owned by Class A Member Sunflower Electric Power  

Corporation. Completion is expected by 2014. Tri-State Gener-

ation & Transmission Association also continued pursuing the  

development of another 600-megawatt coal-based power 

plant in southeastern Colorado, with a target online date of 2020.

By 2014, such internal growth is expected to add nearly  

8 million tons to the annual volume of coal currently purchased 

and transported on behalf of our Members. Furthermore,  

with projections for electric power demand expected to grow 

between 2–3 percent a year for the foreseeable future and  

the renewed acceptance of coal-fired plants as a low-cost  

generation alternative, we remain optimistic about the future  

of the Association.

THE COOPERATIVE MODEL BENEFITS ALL

As a not-for-profit cooperative, Western Fuels Association acts 

solely on behalf of its 21 Members, supplying expertise and 

guidance in the mining, procurement and transportation of 

coal. In the process, we help our consumer-owned Members 

provide a steady supply of electric power to their customers 

located across the Great Plains, Rocky Mountain and 

Southwest regions of the United States.

Although 2005 presented a number of challenges, the under-

lying trends for the coal business remain positive. Western  

Fuels Association will remain at the forefront of the industry  

by continuing to monitor and react to near-term development  

in preparation for the future.

Sincerely,

C. Jim Soehner Duane Richards 

President Chief Executive Officer

June 15, 2006
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Our Mine Operations

The Dry Fork Mine in Gillette, Wyoming, produced 4.1 million 

tons of coal during 2005. While overcoming significant disrup-

tions in rail transportation serving the Powder River Basin, major 

tire shortages for trucks and loaders, a very tight labor market 

and rapidly rising fuel and material costs, the mine completed 

its third straight year of no lost-time accidents.

A new plant shop building is being completed at Dry Fork  

Mine in anticipation of a significant increase in production  

in 2006, when the mine expects to deliver approximately  

6 million tons of coal. About 1.3 million tons of the projected 

production will be consumed by Pacificorp’s Dave Johnston 

Power Plant in Glenrock, Wyoming, in the first year of a  

three-year agreement.

The New Horizon Mine in Nucla, Colorado, which Western 

Fuels Association manages for Western Fuels-Colorado, pro-

duced more than 420,000 tons during 2005. The exclusive 

supplier of coal to Nucla Station, a 100-megawatt power plant 

owned by Tri-State Generation & Transmission Association, the 

mine added a haul truck and bulldozer to its equipment fleet 

and reported no lost-time injuries during 2005. 

With 2006 production estimated to reach 422,000 tons,  

Tri-State Generation & Transmission Association officials asked 

Western Fuels Association to coordinate the acquisition of addi-

tional coal reserves to ensure the New Horizon Mine’s long-term 

viability. In addition to identifying potential reserve areas, the 

project requires running environmental assessments, securing 

the appropriate permits, conducting exploratory drilling and 

evaluating the findings before the land and reserves may be 

acquired. Ultimately, the goal of this program is to provide the 

Nucla Station with 30 years of additional coal.

Managed on behalf of Cities Trust, Liberty Mine in Harrisburg, 

Illinois, delivered about 722,000 tons of coal from the Illinois 

Basin during 2005. This coal was sold to entities not affiliated 

with Western Fuels Association. 

Boosted by the National Energy Policy Act of 2005, which 

provides incentives for developing power plants that rely on 

clean-coal technology, demand for western coal is expected to 

grow significantly over the next 25 years. Accordingly, more 

and more electric utilities will likely seek to tap the vast reserves 

of the Powder River Basin.

Holding a sizeable stake in the Powder River Basin and main-

taining strong working relationships with other producers in the 

region, Western Fuels Association is confident that its supply  

of coal will remain stable into the future. 
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“ As one of the founding members of Western Fuels Association, Tri-State has 
long had a vested interest in the Association. Not surprisingly, this has led to a 
close relationship between the two organizations, in which we rely upon Western 
Fuels Association to supply our power plants with coal, negotiate with other coal 
providers and manage the Escalante-Western Railway, along with a number of 
other responsibilities. It’s true such services have helped Tri-State prosper, but 
perhaps more importantly, the reliable, stable electric power that has resulted 
from the Association’s efforts has proven invaluable to many of our member  
systems and their customers.”

—Harold “Hub” Thompson, Chairman, Tri-State Generation & Transmission Association
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Our Coal Transportation Operations

The railroad industry performance in the Powder River Basin 

deteriorated during 2005 and is expected to continue in 2006. 

Several derailments occurred in May 2005 that stemmed from 

the deterioration of the underlying track structure. The extensive 

unscheduled track maintenance following the derailments resulted 

in the lack of sufficient capacity to meet the coal demand of 

many coal-fired power plants burning Powder River Basin coal. 

Such plants received significantly reduced deliveries of coal, 

compelling them to consume coal inventories to stay on-line or 

curtail generation to avoid running out of coal. The situation 

deteriorated to a point where some Congressional leaders held 

hearings to review the railroad service performance.

In turn, bipartisan bills to enhance competition were introduced in 

both the U.S. House of Representatives and the Senate, with 

the backing of 36 co-sponsors in the House and 11 co-sponsors 

in the Senate. Both versions were assigned to committees for 

further review.

In addition to joining in the lobbying efforts occurring in 

Washington, D.C., Western Fuels Association’s day-to-day efforts 

focused on helping Members navigate the complex transporta-

tion landscape. In order to facilitate delivery of an adequate 

amount of coal to the Laramie River Station, Western Fuels 

Association is planning to acquire a new train set consisting  

of 136 cars for the exclusive use of the Laramie River Station. 

Western Fuels Association will also facilitate the purchase of a 

pool train set for four of its Members, raising the number of rail 

cars the Association maintains to more than 1,600.

While working to mitigate the reduced level of service provided 

by the western rail carriers, the Association coordinated the 

delivery of more than 16.5 million tons to its six Class A and 

Class B Members during 2005. The bulk of deliveries were 

made from the Powder River Basin by the Burlington Northern 

and Santa Fe Railway (BNSF). As a captive customer of BNSF 

for the Laramie River Station, Western Fuels Association has 

continued to pay rates significantly above the market, yet also 

continues to press the Surface Transportation Board on the  

complaint it lodged in October 2004.

Western Fuels Association is monitoring the development of the 

Dakota, Minnesota and Eastern Railroad’s (DM&E) bid to build a 

new line into the Powder River Basin. It is expected that the con-

struction of this line would increase competition in the region. 

The South Dakota-based regional carrier’s expansion efforts face  

an uncertain future, as it is the largest rail construction project 

proposed in over a century. Furthermore, its prospects may 

hinge, at least in part, on a $2.5 billion loan from the Federal 

Railroad Administration under a program that Congress recently 

expanded to cover such projects. The outlook for the program 

is unclear as the Department of Transportation has proposed 

to eliminate it. Similarly, it is unknown at this time whether the 

DM&E would have access to private funding or other capital 

sources should the Federal Railroad Administration program  

be eliminated.

The Escalante-Western Railway, which is operated and man-

aged by the Association on behalf of its owner, Western Fuels 

Association Member Tri-State Generation & Transmission Asso-

ciation, shipped 1.14 million tons of coal from Peabody’s Lee 

Ranch Mine to the Escalante Generating Station in Prewitt, New 

Mexico. The carrier’s operations consist of 52 rail cars, tracks, 

offices and shop facilities, as well as three locomotives which 

Western Fuels Association will help rebuild in 2006.

As coal-fired baseload generation levels steadily expand nation-

wide, the already crucial role of reliable transportation services 

will gain even more importance in helping electric utilities meet 

customer demand. Through negotiated delivery agreements and 

efforts to ensure fair and equitable treatment from service pro-

viders and regulators, Western Fuels Association will continue 

to strive for optimal transportation operations for its Members.
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“ The energy industry is filled with unknowns: regulatory and environmental 
uncertainty, market shifts, long lead times on resource planning, rising interest 
rates, an aging workforce, load growth and transmission constraints. Against  
this backdrop, one of the main reasons we continue to thrive is the cooperative 
business model, driven by its collaborative spirit. This spirit is probably best 
defined by Western Fuels Association, which brings together a diversity of  
interests united behind a dedication to reliability. The coal and rail industries  
are complex, but we are pleased to be a part of an organization that cares as  
much as we do about providing a stable supply of coal to our facilities.”

—L. Earl Watkins, President & Chief Executive Officer, Sunflower Electric Power Corporation
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Our Members

Western Fuels Association Members are consumer-owned  

utilities, including rural electric generation and transmission coop-

eratives, municipal utilities, public power districts, governmental 

bodies and state or regional associations of municipalities.  

The governing board of directors is comprised of officers of 

Western Fuels Association Member organizations that have 

coal supply contracts with the Association.

As a not-for-profit cooperative, Western Fuels Association provides 

its Members with a dependable and cost-effective means of 

coal procurement for their electric generating facilities. The 

Association’s services allow Members to avoid hiring a  

full-time in-house staff for fuel procurement, transportation  

and management.

Western Fuels Association offers three classes of membership. 

Class A Members generally rely entirely on Western Fuels Asso-

ciation for the fuel needed to fulfill their power generation needs; 

Class B Members tend to rely on Western Fuels Association to 

fuel specifically designated power plants; and Class C Members 

have access to Western Fuels Association’s expertise for coal 

procurement, transportation and other coal related services.

 CLASS A MEMBERS

 1  Basin Electric Power Cooperative 

Bismarck, North Dakota

 2  Sunflower Electric Power Corporation 

Hays, Kansas

 3  Tri-State Generation & Transmission 

Association, Inc. 

Westminster, Colorado

 CLASS B MEMBERS

 4  Kansas City Board of  

Public Utilities 

Kansas City, Kansas

 5  Sikeston Board of Municipal Utilities 

Sikeston, Missouri

 6  Southern Minnesota Municipal 

Power Association 

Rochester, Minnesota

 CLASS C MEMBERS

 7  Arizona Electric Power Cooperative 

Benson, Arizona

 8   Arkansas Electric Cooperative Corp. 

Little Rock, Arkansas

 9  Arkansas River Power Authority 

Lamar, Colorado

10  Associated Electric Cooperative, Inc. 

Springfield, Missouri

11  City Utilities  

Springfield, Missouri

12  Colorado Springs Utilities  

Colorado Springs, Colorado

13  Department of Utilities 

Fremont, Nebraska

14  Great River Energy 

Elk River, Minnesota

15  Heartland Consumers Power District 

Madison, South Dakota

16   Lincoln Electric System 

Lincoln, Nebraska

17  Lower Colorado River Authority 

Austin, Texas

18  Missouri River Energy Services 

Sioux Falls, South Dakota

19  Nebraska Public Power 

Columbus, Nebraska

20  Silicon Valley Power 

Santa Clara, California

21  Turlock Irrigation District 

Turlock, California
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WFA MINES

WFA HEADQUARTERS

ESCALANTE RAIL OPERATIONS

“ As a co-owner of the largest, most environmentally responsible low-sulfur coal 
burning generation plant in Minnesota, we rely heavily on Powder River Basin 
coal. Yet, as our energies are focused on the needs of our 18 municipally owned 
utility Members located across Minnesota, we don’t have the resources to build 
and maintain relationships in Wyoming and Montana. Fortunately, our member-
ship with Western Fuels Association ensures that we are well-represented in 
dealings with coal producers and rail carriers serving the western coal fields. In 
turn, this allows us to provide our members and their customers with reliable 
and affordable electric power now and well into the future.”

—Ray Hayward, Chief Executive Officer, Southern Minnesota Municipal Power Agency
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Consolidated Balance Sheets
Western Fuels Association, Inc.

(In thousands) 2005 2004

ASSETS
Cash and cash equivalents $30,279 $32,768
Investments available for sale 786 984
Accounts receivable:

Members 14,749 14,703
Affiliated companies 5,352 5,311
Other 694 838

Costs recoverable under coal purchase agreements 3,900 4,784
Prepaid expenses and other assets 159 102

55,919 59,490

Equipment and railroad properties, net 13,145 15,860

Furniture, office equipment and leasehold improvements, at cost 506 489
Less accumulated depreciation and amortization (413) (371)

Furniture, office equipment and leasehold improvements, net 93 118

TOTAL ASSETS $69,157 $75,468

LIABILITIES
Accounts payable $16,240 $16,936
Accrued interest payable 617 688
Advance collections for transportation costs 7,363 7,174
Income taxes payable 168 —
Guarantees 217 217
Notes payable 20,836 23,207
Liability for utilization of net operating losses of affiliate 995 787
Capital lease obligations 16,924 20,609
Other notes payable 895 1,078
Deferred revenue 670 590

64,925 71,286
MEMBERS’ EQUITY

Initial membership fees 45 45
Patronage capital certificates 3,803 3,803
Per-unit retain certificates 2,564 2,564
Accumulated deficit (2,173) (2,225)
Unrealized loss on investments available for sale (7) (5)

4,232 4,182
TOTAL LIABILITIES AND MEMBERS’ EQUITY $69,157 $75,468
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(In thousands) 2005 2004

Coal sales to members $ 225,684 $ 201,934
Less: Cost of coal sold

Acquisitions (113,009) (106,629)
Transportation revenue from members (109,277) (91,543)

(222,286) (198,172)

3,398 3,762
Interest income 267 123
Annual membership fees 8 8

Total revenue less described costs 3,673 3,893
General and administrative expenses (2,501) (3,491)
Interest expense (1,138) (1,463)

Net (Deficit) operating margin 34 (1,061)
Non-operating margin

Gain (Loss) on sale of assets 1 (1)
Other 260 60

Income taxes (243) 96
Unrealized loss on investments available for sale (2) (5)

NET COMPREHENSIVE GAIN (LOSS) $ 50 $ (911)

Consolidated Statements of Operations
Western Fuels Association, Inc.



 

COAL PURCHASING

•  Bid Solicitation, Evaluation and Contract  

Negotiations

• Contract Administration

• Scale Calibration and Sampler Bias Testing

• Market Analysis/Coal Sourcing Studies

• Accounting and Auditing

COAL MINE DEVELOPMENT

•  Contracting and On-Site Management of  

Drilling Programs

•  Geology, Coal Quality and Reserve Evaluation

•  Mine Engineering, Planning and Feasibility Studies

• Mine Capital and Operating Cost Estimates

• Land Acquisition

• Permitting

• Market and Transportation Analysis

COAL TRANSPORTATION

•  Bid Solicitation, Evaluation and Contract  

Negotiations

• Contract Administration

• Train Scheduling

• Railcar Ownership and Leasing

• Railcar Maintenance

•  Railroad Construction/Buildout Studies/ 

Cost Analysis

• Accounting, Rail Property Taxes and Insurance 

COAL MINING

• Management and Supervision

• Life of Mine Planning

• Mine Surveying

• Permitting

• Reserve Acquisition

• Insurance 

• Bonding

• Liaison with Government Agencies

• Reclamation

SPECIAL PROJECTS

• Project Management for Design of Mine Facilities and Railroads

• Project Management for Constructing Mines and Railroads

• Power Plant Siting Studies

STOCKPILE INVENTORY SERVICES

UP-TO-DATE INDUSTRY INFORMATION, DATABASES AND RECORDS

LIBRARY RESOURCES FOR CONDUCTING RESEARCH

INCREASED PURCHASING POWER FOR ALL WESTERN FUELS ASSOCIATION MEMBERS

REPRESENTATION OF MEMBERS’ INTERESTS THROUGH TRADE 

ORGANIZATION MEMBERSHIP

The Benefits of Being a Member
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Our Board of Directors
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 1  C. Jim Soehner 
President

  Director 
Tri-State Generation and  
Transmission Association

 2  Jay Cox 
Director

  Director 
Tri-State Generation and  
Transmission Association

 3  Bob Gillespie 
Director

  Director 
Tri-State Generation and  
Transmission Association

 4  Harold “Hub” Thompson 
Director

  Chairman/President 
Tri-State Generation and  
Transmission Association

 5  L. Earl Watkins, Jr. 
Director

  President and CEO 
Sunflower Electric Power Corporation

 6  Reuben Ritthaler 
Vice Secretary/Treasurer

  Director 
Basin Electric Power Cooperative

 7  Ron Harper 
Director

  CEO and General Manager 
Basin Electric Power Cooperative

 8   Ray Hayward 
Secretary/Treasurer

  Executive Director and CEO 
Southern Minnesota Municipal  
Power Agency

 9  Darrell Dorsey 
Director

  Manager, Electric Production & Supply 
Kansas City Board of Public Utilities

10  Ed Throop 
Vice President

  General Manager 
Sikeston Board of Municipal Utilities

11   Charles McK. Ayers 
Director

  Chairman of the Board 
Sunflower Electric Power Corporation

12  Rex Johnson 
Corporate Counsel

  Sherard, Sherard & Johnson 
Wheatland, WY
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CORPORATE HEADQUARTERS

1100 W. 116th Avenue 

Westminster, CO 80234 

Phone (303) 254-3070 

Fax (303) 254-3079 

wfa@westernfuels.org

Duane Richards 

Chief Executive Officer

DRY FORK MINE

P.O. Box 1809 

Gillette, WY 82717 

Phone (307) 682-2839 

Fax (307) 682-6468 

hanson@dryforkcoal.com

Brad Hanson 

General Manager

WYOMING OPERATIONS

2201 S. Douglas Highway, #130 

Gillette, WY 82718 

Phone (307) 682-8051 

Fax (307) 686-6355 

rwolf@vcn.com

Rod Wolf 

Director of Operations

NEW HORIZON MINE

P.O. Box 628 

Nucla, CO 81424 

Phone (970) 864-2165 

Fax (970) 864-2168 

rlwade@wfcnucla.org

Lance Wade 

Mine Manager

ESCALANTE-WESTERN 

RAILWAY

P.O. Box 552 

Prewitt, NM 87045 

Phone (505) 876-2270 

Fax (505) 876-2279

David Soros 

General Foreman

CORPORATE COUNSEL

Sherard, Sherard & Johnson 

P.O. Box 69 

Wheatland, WY 82201 

Phone (307) 322-2107 

Rex@ssjwyolaw.com

Rex Johnson 

Corporate Counsel

Our Office Locations




