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To my devoted husband, who has been my greatest support and grounding force. And to our wild and barefoot children, whose love, encouragement, and sacrifices have made it possible for me to achieve far more than I ever thought possible. We’ll never be ticky-tacky!


To every past and present leader in any capacity. You have faced countless challenges and triumphs in the pursuit of a better tomorrow. Your courage, wisdom, and unwavering commitment to serving others have laid the foundation for generations to come. And to the brave and brilliant leaders of the future, may you draw strength and inspiration from those who have come before you. I hope you always remember that “you become responsible, forever, for what you have tamed” (Antoine de Saint-Exupéry, The Little Prince).


May this book serve as a testament to the indomitable human spirit, the power of leadership to transform lives and communities, and the enduring legacy we all have the potential to create.


—HEIDI


•   •   •   •


I firmly believe no one ever rises to a level of any significance on their own. There is always someone in the background or by their side supporting them. My wife, Sarah, is no exception. Someone once told me that Sarah would never allow me to settle. I have spent over thirty years of my life confirming this statement. Thank you.


I’d also be remiss if I didn’t say thanks to the many others who I have been fortunate enough to lean on and build on what they had started. John Kirkland hired me and laid a solid foundation, and then the former and current employees of Rayburn truly placed their fingerprints on it. And, without the support and encouragement from the board, none of this would have happened. They are where the rubber meets the road. Rayburn is a special place to me, and I am honored to have been able to invest so much of myself in it.


—DAVID









FOREWORD




I have had the privilege of working closely with Rayburn Electric Cooperative for the past seven years as an executive coach and advisor. In that time, I have been incredibly impressed by Rayburn’s focus on excellence and in their commitment to nurturing a positive workplace culture that fosters business success by recognizing that people are the number one asset. I am also impressed that the Rayburn staff not only believe but are convinced of the importance of their role in the development of this unique culture and in the success of the company.


Status Quo is Not Company Policy: Empowering Innovation Through Adaptive Leadership provides a valuable window into a principle-based culture that thrives on innovation and leadership while keeping a focus on the traditional member-centric cooperative principles that bring vital electricity to those across rural America.


When you walk the hallways of Rayburn, you feel a different energy. You often hear people openly quote CEO David Naylor’s mission-based catchphrases and executive-level narratives. This is evidence that the values, goals, and vision of David and his Executive Team are accepted by staff and cascaded across the culture of the entire organization.


Of all the companies I have worked with in the energy industry as a former executive, regulator, and consultant, Rayburn stands out in the way they do business. They embrace a disruptive, principle-based leadership mindset, one where the key foundational approaches for critical decision-making often pivot away from common business practices to a more creative and flexible way of solving problems. This includes prudently reacting to unexpected changes and quickly regaining their poise when the rush of challenges falls on them.


The true test of leadership is how we respond emotionally and how resilient we are during a crisis. Rayburn’s handling of the fallout from the 2021 Winter Storm Uri event speaks volumes about the resilience instilled by the company’s emphasis on innovation and creative problem solving. While other companies faltered, Rayburn fostered a sense of well-being in teams during the uncertainty, and they intelligently pursued securitization rather than fold and allow bankruptcy to be the answer.


David Naylor exemplifies the type of forward-thinking, entrepreneurial leader that drives this culture. He strategically interacts with employees, so they understand their role in the company’s growth trajectory. He also actively solicits ideas from all team members, not just senior management. This inclusivity spurs innovation and has readied Rayburn to nimbly adapt to industry changes.


As Rayburn has rapidly expanded from a local cooperative to a preeminent national player, it has stayed true to its mission of innovation and of making employees its foremost priority. The stories and insights this book shares will display how investing in people and culture establishes the foundation for sustainable success, no matter the scale or complexity of operations. Rayburn sets an example for organizations of any size or industry to follow.


EARL SHOCKLEY


President and Founder, INPOWERD LLC Former senior executive at the North American Electric Reliability Cooperation (NERC)
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INTRODUCTION


WHAT MAKES RAYBURN, RAYBURN?


BY DAVID A. NAYLOR, CEO, RAYBURN




Sometimes, I find myself contemplating the speed and magnitude of what is now Rayburn. We have become a driven, opportunistic organization that I am truly proud and humbled to be a part of. It is certainly beyond anything I could have imagined or asked for when I joined the organization in 2011 with neither a road map nor detailed goals in mind.


In just the last five-year period, Rayburn grew from $300 million in assets to over $1 billion. We have stared bankruptcy in the face and emerged as the first electric cooperative in the nation to utilize securitization. We stepped into the realm of private equity companies and emerged with the purchase of the 758-megawatt Rayburn Energy Station. Rayburn has grown from just over twenty employees to over eighty employees. And, in our first time participating, Rayburn was named the fifth best small business to work at in the Dallas-Fort Worth metroplex by 1The Dallas Morning News and first for employee benefits. All of this, while providing our Members with more flexibility and opportunities to succeed. Those are accomplishments that most executives would love to see over the span of a career, and I have been incredibly fortunate to watch Rayburn accomplish it all in less than ten years.


So, what makes Rayburn, Rayburn? I admit I look at this with my rose-colored glasses, but here is my viewpoint: Rayburn is Member focused and Member driven. It’s not just a tagline or words on a page. As you will see in this book, everything we do is for the user at the end of the line who flips a switch in their living room and deserves to have the light come on every time. In the electricity generation and transmission (G&T) world, it’s easy to forget about our distribution cooperative Members in day-to-day operations, but those co-op Members are the reason the lights stay on. Sure, we remember them when we send out the bills and in our board meetings, but because we are essentially the middlemen in the process, it is easy to lose that focus. It is imperative to remember that without our Members, there is no G&T. As we focus on our Members first, Rayburn is changing the way things have always been done in the G&T world.


We continually ask, “What can we do to make our Members successful?” Perhaps, the philosophy of working hard for the success of others comes from my parents teaching me to treat all people with respect. Maybe it comes from my sixteen years of previous consulting experience. Maybe it’s just common sense. Regardless, this has been my message and focus from day one. By making our Members more successful, we become more successful. And we do that by looking for new and better ways to accomplish the work.


Innovation truly is one of our core values. For example, we shifted the way we invoice our Members in order to provide them as much flexibility as possible without compromising our financial position or other obligations. This required a different way of thinking, but it really wasn’t that hard.


Let’s be clear. We can be hyper-focused on our Members’ success, but if we don’t deliver the goods, then it’s all for naught. Which is why Rayburn continually brings in increased expertise. We have made significant efforts to assemble a team of quality employees, top-notch advisors, and trusted counterparties who share our drive and vision. We’re not necessarily always focused on cost-effectiveness. In fact, sometimes, we even purposefully avoid the cheapest option because that is the best way to ensure we stay on task and maintain the proper focus. Of course, we consider the bottom line, but as a nonprofit, we are mission-driven, and people are noticing the difference that makes.


It is extremely satisfying to watch as our people embrace and carry out the core values of Integrity, Respect, Excellence, and Innovation. Rayburn is becoming a sought-after mentor to other similar organizations. We are now seeing Rayburn employees serve as experts on panels nationwide. I believe it is a healthy sign of internal success when you see the ripple effect of our mission expanding so far beyond the walls of our offices.


Rayburn is employee-committed. While our Members are our focus, our employees are our soul. I fully subscribe to the theory that if you treat your employees right, they’ll reciprocate. We work hard at Rayburn. The accomplishments described here required a lot of manhours, blood, sweat, and tears. Literally, in some cases. Our positions are physically and mentally demanding, yet Rayburn continues to attract top-notch talent. Sure, we have made some mistakes along the way, but we do our best to remedy them quickly and move on. Certainly, our screening process has become a critical tool in our hiring process. We’re more interested in the cultural fit than skills or expertise because those can be taught.


Rayburn attempts to meet the employees on three levels:


1.Economic. No matter how good the job is, not many people can afford to work without being paid. Rayburn has worked hard to ensure our salaries and benefits are not only attractive but extremely competitive in the space. Our location near Dallas means we are competing against Fortune 500 companies and others who have far more resources than we do. We are also mindful that, as a nonprofit organization, our costs are borne by those who ultimately pay the electric bill. I want to assure those folks that the value they are getting is phenomenal.


2.Professional. Continual career and personal development is important. At Rayburn, our employees have experienced tremendous opportunities in this regard. Every single employee is given the option to develop in the manner they see best. This is why training is a critical piece of the Rayburn experience. We pay for any relevant certification, professional license, or other learning that an employee needs to succeed in their position. Seems like a small price to pay. Additionally, Rayburn has a tuition reimbursement program where employees can obtain any type of relevant advanced degree and be reimbursed for those costs. As a side note, Rayburn imposes no back-end requirements on the employees for taking advantage of this program. It’s Rayburn’s responsibility to maintain a culture that makes the employee want to stay as opposed to imposing an obligation on the employee that implies a quid pro quo.


3.Emotional. Employees like to feel they make a difference. Rayburn is involved in our local communities and encourages employees to join us. We have implemented teams across the organization that help direct those efforts. Rayburn has monthly “Let’s Connect” events where employees get together to build camaraderie. These range from crawfish broils to cornhole tournaments to simple ice cream socials. We like to reward folks for their hard work and contributions.


I feel it is important to note that through all of this, there is no entitlement. Employees earn their promotions and raises through their merit and accomplishments. Individuals who believe they are entitled to special recognition or treatment typically don’t last long here.


Honest, candid relationships matter to us. Rayburn invests deeply in the trust bank. This single most important strength could arguably also be our biggest weakness—we trust our folks. I mean really trust them. This makes us vulnerable, which can be very uncomfortable. In a perfect world, every single employee would use that trust to the benefit of the company, but on a rare, unfortunate occasion, former employees have exploited that trust. This required swift and decisive action. But instances like this don’t stop us from encouraging our people to be emboldened and energized to make a difference.


Everyone here knows that even if mistakes are made, the consequences are focused on learning from mistakes rather than imposing penalties. Staff members understand that the Executive Team fully supports them. Our core value is excellence, not perfection. This becomes a powerful thread when woven within the rest of the Rayburn fabric, and it has helped us achieve what we’ve accomplished and will achieve in the future.


All of this is what makes Rayburn, Rayburn. We have a commitment to continued improvement because traditional approaches and methods, both internal and external, have shifted and will continue to shift. Every individual contribution of every person in the company has furthered the corporate success we enjoy today.


I feel a deep sense of accomplishment when I look at what we’ve done and by seeing our people continue to develop and advance. I make no apologies for the steps we’ve taken because status quo is not company policy, and I can’t wait to see what Rayburn becomes.









CHAPTER 1


DARKNESS TO LIGHT




Electricity is not a luxury.


DAVID A. NAYLOR




Who is Thomas Edison?


The guy who invented the light bulb, right?


OK.


And who was Humphry Davy?


Turns out, he was the guy who actually invented the light bulb.


It’s true. This British chemist was the first to recognize that an electrical current would jump across gaps in circuits, producing enough electricity to light up a room. It was in 1809, seventy years before Edison’s bulb, when Davy connected two charcoal strips to a battery with wires. Light was produced as the current jumped across a gap between the strips, leading him to name it the “arc lamp.” This first controllable artificial electric light was the precursor to Edison’s incandescent light bulb and to modern lighting today.


Davy was an early disruptor, credited for critical advances in the fields of chemistry, physics, medicine, agriculture, mining, and even photography. As a young man, he loved to wander outdoors and was described as having a quick wit and lively imagination. As he matured, he was always experimenting, with a unique talent for inquiry. Later in life, he was knighted for his significant contributions to the advancement of humankind.


Throughout history and in every industry, changemakers are always those who wander, experiment, and use their imaginations. They dare to question, push boundaries, and ask how things can be made better.


Organizations can be changemakers too. Look at the way Netflix changed entertainment. How Amazon changed shopping. How Google changed access to information. Or how Airbnb changed vacationing. Certainly, these companies were only able to impact the world the way they did because of the talented and visionary people behind the corporate name.


Sitting quietly in northeastern Texas near Dallas is an organization that, like Davy, is disrupting the status quo and pushing boundaries in its industry. Rayburn Electric Cooperative is not your typical utility company. To outsiders, it might look like a basic electric company in a sleepy little town on a lake. But inside its headquarters, it has been quietly making history for decades.


Rayburn is redefining traditional norms and surpassing industry standards. It is playing a proactive role in establishing a fundamental shift in the way electric companies, particularly electric cooperatives, function today. From staff members who create their own job descriptions to executives with Nerf guns on their desks, this not-so-little company in a place few people have heard of is pushing the boundaries of leadership, of what it means to work as a team, and of what a growth mindset can actually do.


In 2021, the company found itself on the brink of bankruptcy, after a devastating winter storm that crippled an entire state. Two years later, Rayburn was a $1B company, having survived and thrived when all odds were stacked against it.


This is the story of what makes Rayburn special. Of why Rayburn does what it does. Of the conditions that exist within its organization that allow it to thrive in crisis. Of how Rayburn has adapted and powered through change to become something greater than it was. And more importantly, how any organization of any size can do the same.


As CEO David Naylor said in the introduction, the successes Rayburn has seen come from an enormous investment in the advancement of people. It’s about hiring for talent and attitude, rather than worrying about job titles and org charts. It’s about instilling a pride of ownership in every staff member, offering training they actually want, and supporting their needs by eliminating red tape. And it’s about generosity, autonomy, and trust that your people will make wise decisions for the benefit of the entire company.


These principles can be replicated in a tiny local company of less than ten people or major corporations of hundreds or even thousands. They are universal and deceptively simple, but when done right, they will create resilience despite the worst circumstances.


HOW IT WORKS


Before we dive into the incredible Rayburn story and examine how they’re shaking things up in ways we can all exemplify, it’s necessary to take a quick step back and understand how this whole electricity thing works. Many unsung heroes played a part that led up to you being able to plug your phone into the wall and charge it every night.


For over a hundred years, humankind has grappled with the best ways to generate and distribute energy safely and efficiently. Thomas Edison and Nikola Tesla’s “War of the Currents” famously brought this problem to the public mindset during the turn of the century, but it was actually an American physicist named William Stanley Jr. who made the most significant contribution to the conveniences in electricity we take for granted today. As Edison and Tesla battled publicly, Stanley was busy quietly developing the world’s first practical transformer—the most essential component of our modern electrical power systems. Transformers allow for the efficient transmission of high voltages over long distances, revolutionizing the way electrical power was distributed.


Stanley’s transformer, patented in 1886, became the cornerstone of the alternating current (AC) system, which ultimately triumphed over Edison’s direct current (DC) system. The transformer’s ability to step up voltage for long-distance transmission and then step it down for safe use in homes and businesses was a game changer. It allowed for the creation of large, centralized power plants that could serve entire cities and regions, making electricity more accessible and affordable than ever before. Without Stanley’s groundbreaking invention, the widespread adoption of electricity would most definitely have been significantly delayed, and the modern world as we know it would look very different. Today, as we continue to face challenges in energy production and distribution, it is important to remember the crucial role that innovation and collaboration play in finding solutions. Stanley’s unobtrusive perseverance led to a transformative breakthrough that few paid attention to at the time and few remember today.


Thanks to Stanley’s invention, access to electricity began to spread across the United States. By the 1930s, the nation was in the midst of the Great Depression. Our cities and towns had been hooked up to regional electrical grids, but only 10 percent of American rural farms were receiving electric service.1 Power companies could not find a cost-effective way to run wires across the hundreds of miles needed to reach remote homesteads.


By then, electricity had become a standard rather than a luxury. President Franklin D. Roosevelt was keenly interested in bringing it to every American, no matter where they lived. He signed an Executive Order creating the Rural Electrification Administration (REA) in 1935, opening the way for rural communities to develop and install their own power supplies. The most logical way to take advantage of the REA was the creation of electric cooperatives.


[image: img015]


Cooperatives, often referred to as co-ops, are organizations owned and operated by a group of individuals with common interests. Co-ops such as Ocean Spray, True Value, Sunkist, Ace Hardware, and REI thrive in the corporate world because of their unique model—pooling their resources to achieve common goals. Key features include democratic control, member ownership, and the even distribution of benefits. Profits generated by cooperatives are often reinvested to meet the needs of the members or to further develop the cooperative itself by purchasing goods and services collectively, marketing products in a new way, or providing additional services to members. A distinguishing element is the way co-ops balance economic and social goals while considering the well-being of members as well as the broader communities they serve.


Due to co-op involvement, more than 90 percent of U.S. farms had electricity in less than two decades. Using horse-drawn wagons to move equipment and heavy power poles, early REA-sponsored crews set up power lines using long-handled shovels and pickaxes, and the nation slowly and methodically became a little brighter.


TEXAS CO-OPS


In 1935, United States House of Representatives Speaker Samuel Rayburn sponsored a $33,000 loan to three farmers under the REA. These three farmers contributed $50 each as part of a tiny new electric cooperative they called the Bartlett Community Light & Power Company (BCL&P). The three men ran nearly sixty miles of electric lines out to their small town of Bartlett, Texas, located between Waco and Austin. “In November 1935, BCL&P volunteers and paid employees began setting the first section of 36 poles. Finally, on March 7, 1936, after paying a $5 deposit for an electric meter, Charles Saage was given the big honor: throwing the switch.”2 The lights came on in Bartlett, and the electrification of rural Texas began.


As individual electrical distribution co-ops were formed to bring power to rural residents, the need for wholesale electricity generators and distributors grew, leading to the creation of generation and transmission cooperatives (G&Ts). These wholesalers generate and purchase electricity in bulk and then sell it to local distribution cooperatives, which in turn deliver the power to their member-consumers. Today, Rayburn Electric Cooperative is one of nine G&Ts in Texas.
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As the grid grew in Texas due to more farms, homes, and businesses needing power, so did the need for the management of the electric load. This refers to the amount of power being generated and the way that power was sent from where it was generated to the places that needed to use it. The solution was to form an independent electric system operator to oversee the scheduling of the more than fifty-two thousand miles of transmission lines and over one thousand generation units (representing about 90 percent of Texas’s electric load). The Electric Reliability Council of Texas (ERCOT) was formed as a 501(c)(4) nonprofit corporation to administer these wholesale transactions of power. It is now serving more than twenty-six million customers and is governed by the Texas Public Utility Commission and the Texas Legislature.


As part of this, Rayburn Electric Cooperative manages a 1,200-megawatt system with 90 percent of its end users being residential customers. When it was founded, the company was effectively the middleman between ERCOT and the Member cooperatives who need that power. These Member cooperatives are Fannin Electric Cooperative, Farmers Electric Cooperative, Trinity Valley Electric Cooperative, and Grayson Collin Electric Cooperative, together serving over five hundred thousand Texans across sixteen counties.
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