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BEFORE THE WYOMING PUBLIC SERVICE COMMISSION

IN THE MATTER OF THE APPLICATION OF ) DOCKET NO. 10014-202-CR-19
POWDER RIVER ENERGY CORPORATION ) (Record No. )
FOR AUTHORITY TO IMPLEMENT A )
GENERAL RATE INCREASE OF $7,030,045 )
PER ANNUM AND REVISE TARIFFS )

DIRECT TESTIMONY

OF
BRIAN J. MILLS
POWDER RIVER ENERGY CORPORATION

Q. Please state your name and address.
My name is Brian J. Mills, and my business address is Powder River Energy Corporation,
P.O. Box 930, Sundance, WY 82729.
What is your present occupation?
I am employed as Deputy General Manager and Human Resource Officer of Powder
River Energy Corporation (“PRECorp” or “the Cooperative™). I am testifying in this
matter primarily in my capacity as the Deputy General Manager.

Q. What are your duties as Deputy General Manager of Powder River Energy

Corporation?
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My duties are to assist the CEO/General Manager in his duties to supervise the operations
of the Cooperative; to make recommendations to the Board of Directors with respect to
strategy and policy and to administer the policies adopted by the Board of Directors; to
provide both short-term and long-range plans for the operation, construction, and
financing of the Cooperative; to maintain an adequate and suitable work force; and to
keep the Board informed in all aspects of the management of the Cooperative.

Does Exhibit BM-1 accurately reflect your professional background and
qualifications?

Yes.

Can you describe PRECorp’s service territory?

PRECorp provides electric power to Crook, Weston, Campbell, Johnson, and Sheridan
Counties in northeast Wyoming, as well as to a small area of southern Montana. Our
service area includes the bulk of the Powder River Basin, and our service area in
Montana includes two large coal mines, Decker and Spring Creek.

What is the purpose of your testimony?

The purpose of my testimony is to provide a high-level view of PRECorp’s current
operating and financial situation. I will explain the overall objectives of this rate filing,
and briefly discuss significant elements of this rate filing to the extent they are not fully
covered in PRECorp’s other pre-filed testimony.

Will PRECorp present additional witnesses?

Yes. Joanne Kolb will discuss PRECorp’s loan provisions with the Rural Utilities
Service (“RUS”), highlighting the key ratios that RUS uses to assess our credit

worthiness and will also address the primary financial issues resulting in the need for this
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rate filing. David Hedrick of C.H. Guernsey and Company will provide detailed technical
testimony regarding the Cost of Service Study (“COSS”) and rate analysis that supports
this rate filing and the objectives of the same.

What are the specific objectives of this rate filing?

The specific objectives of this rate filing are to: (a) increase the system revenue
requirement by approximately $7 million to address a revenue shortfall and the
consequences of that shortfall; (b) restructure rate classes to help provide class stability;
and (c) increase the monthly basic charge for several classes to better recover fixed costs
and bring the classes to or close to cost of service.

Please explain the guiding criteria used in developing this general rate filing.
PRECorp’s purpose is to positively influence and improve lives for those we serve by
providing reliable energy and services at an affordable price. This rate filing was
developed because of a threat to PRECorp’s ability to meet these member expectations in
a responsible fashion. The goal of filing this rate case is to stabilize PRECorp’s
operational and financial condition in a declining sales environment. This declining sales
environment has created a revenue shortfall for PRECorp, which is the problem resulting
in the need for this application.

Please provide a high-level view of PRECorp’s current operating environment and
the conditions leading to it.

From 2010-2013, PRECorp’s overall system sales were relatively stable, despite CBM
sales declines, due in large part to increasing oil-related loads and stable sales to coal
mines. CBM declines continued through 2014 and, when combined with low global oil

prices and continued low gas prices, system sales began declining in 2015. PRECorp has
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not been immune to the atrophy the fossil fuel energy industry has experienced nation-
wide. We have seen several selloffs of CBM assets in the Powder River Basin. Since
2015, over half of our large coal mine members have filed for bankruptcy. Ms. Kolb
will further detail the total sales decline we have experienced, but in summary, PRECorp
is down 17% compared to year-end 2015. Seventy-eight (78%) of our costs come from
purchasing power to provide to our customers.

Who do you purchase power from?

We buy the bulk of our power through Members 1st Power Cooperative (“Members 1°%),
which is essentially a pass-through entity that we created in 2016 by partnering with two
other cooperatives, Tongue River Electric Coop and Fergus Electric Coop. In doing this,
PRECorp was able to maintain a Class A presence on the Basin Board (this impacts
PRECorp’s voting power on the Basin Board). PRECorp is one of 141 distribution
cooperatives in nine (9) states whose members have joined together to centralize power
generation and transmission in a G&T entity like Members 1% to better serve our
respective co-op members. The goal of this model is to provide reliable, cost-effective
power to our member owners.

What does PRECorp need to do to manage effectively through these challenges and
position itself for the future?

In 2018, the Cooperative completed a comprehensive effort that included engagement
from the energy industry, employee groups, local and state government, the Board of
Directors, and members to help develop a road map for PRECorp’s future. The result of
that effort is the Strategy Map (Exhibit BM-2). This Strategy Map sets a course of action

for the next ten (10) years and even casts an ambitious 2050 goal of having the first
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What has PRECorp done since its last rate case to respond to the continued
decrease in revenues?

The decrease in revenues is indicative of the state the energy industry is in right now.
Given that reality, one of the first safety measures we saw as necessary was ensuring we
could collect earned revenue. To that end, PRECorp proposed a Deposit Policy that this
Commission approved on July 27, 2017. The security this added to the membership as a
whole has been widely endorsed, given the realities of what happens to the rest of the
membership when bills are left unpaid. The second strategy approach has been to reduce
expenses. The PRECorp team has responded very well to these challenges. Our Case for
Excellence (CFE) program allows employees to submit documented work activity they
complete that results in expense reduction/savings. These efforts can be as simple as
negotiating a discount on a bill, implementing a way to extend equipment life, or
implementing a work practice process improvement that results in efficiency and reduced
costs. Employees can earn monetary rewards. Since 2015, the CFE program has
recognized expense savings of nearly $4 million. These savings have bottom-line
impacts that have helped PRECorp defray or avoid costs in a way that has extended the
life of our current rate structure. Additional expense savings resulted from reducing the
overall benefit profile on a per employee basis and altering how we pay for medical
insurance and fund a retirement plan. Another expense reduction example involves our
staffing levels. In 2015, we had 141 employees. As a team, we were committed to do all
that we could to reduce expenses before exercising a forced reduction in labor. To the
employees’ credit, we have been able to honor that commitment and through the use of

technology, coupled with attrition and retirements, we have an organization of 121
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employees today. While we have always felt like we held staffing at a responsible level in
our service to the membership, these past couple years have brought a new reality for us
and we have had to ask even more from the employees. We are at a point now where we
fear we may see some sacrificing of quality and have begun to evaluate our options to
bring back a couple of positions.

Why does PRECorp propose to restructure rate classes at this time?

A rate class is simply a way to group members that have similar usage and/or
requirements in serving their load. As CBM was coming on to the system, we created a
couple different classes for the CBM members that allowed us to have a more accurate
cost structure for our service to them (i.e., ensuring built out costs are recovered from
CBM and ensuring the remaining rate payers did not subsidize this substantial expense).
As the CBM industry has faded, these respective CBM class’ overall load profiles,
including the number of members, have followed suit to a point where it makes sense to
re-incorporate those few remaining CBM members back into the General Service and
Large Power classes. By re-integrating the CBM classes, we are able to achieve a more
stable class structure overall for the membership. Mr. Hedrick discusses this in further
detail in his testimony.

What specific CBM members are being re-integrated, and which classes are each
being re-integrated into?

The General Service—-CBM members will be re-integrated into the General Service class,

and the Large Power—CBM members will be re-integrated into the Large Power class.
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Even with the proposed rate increase and rate changes, does PRECorp face
continued exposure related to the potential loss of CBM load or the industry as a
whole?

Yes. While the proposed rate increase will help to mitigate the impact of a potential loss
of the CBM load, PRECorp will continue to face challenges should the CBM load go
away. PRECorp has conducted an analysis to estimate the impact on the Cooperative.
The analysis shows that the loss of all CBM load would cause a $6.4 million reduction in
operating margin. Instead of an operating margin of $6.5 million, as reflected under
proposed rates, a drop off of CBM load would likely result in an operating margin of
roughly $100,000. The implications of this, even with the requested rate increase, would
result in PRECorp not meeting the RUS required OTIER.

What does PRECorp anticipate its response would be should the CBM load cease
during the next twelve months, while this rate filing is being processed?

Due to the impact such a loss would have on the Cooperative, PRECorp anticipates it
would be necessary to file an emergency request for an additional increase in margins
sufficient to meet its lender requirements and financial objectives.

Were any specific Commission directives taken into account when developing this
rate case?

Yes, in the last rate case, the Commission and/or specific Commissioners made
suggestions that we were careful to take note of. We are working hard to bring all classes
close to their cost of service, as recommended by both the Commission and the OCA. We
are bringing the AMI into play to allow more specific metering information. We are also

analyzing the Risk Management and Deferred Revenue Funds often to assess the best and
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> o > R

most appropriate utilization of each. Ms. Kolb discusses these funds in more detail. We
have also tried to provide as much information as we can to the members, large and small
(in terms of kWh usage), Commission, and OCA as we developed this rate filing to
ensure we work to cover the concerns everyone impacted may express to the extent we
possibly can.

Has this filing been approved by PRECorp’s Board of Directors?

Yes, the Board approved the rate filing on September 17, 2019.

When does PRECorp request the rates proposed in this filing become effective?
PRECorp is requesting the rates proposed in this filing be approved and effective no later
than September 1, 2020.

Does this conclude your testimony?

Yes, it does.
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IN THE MATTER OF THE APPLICATION OF )

POWDER RIVER ENERGY CORPORATION ) DOCKET NO. 10014-202-CR-19
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AFFIDAVIT, OATH AND VERIFICATION
OF BRIAN J. MILLS

STATE OF WYOMING )
) SS
COUNTY OF CROOK )

I, Brian J. Mills, being of lawful age and being first duly sworn, hereby state:

L [ am the Deputy General Manager and Human Resource Officer of
Powder River Energy Corporation (“PRECorp’).

2. Filed with the Wyoming Public Service Commission in the above-
captioned proceeding and made a part hereof for all purposes is my direct testimony and exhibits,
which have been prepared in written form for introduction into evidence in this proceeding. 1
have, by all necessary action, been duly authorized to file this testimony and make this Oath and
Verification.

3. [ hereby verify that all statements and information contained within the
direct testimony and its attachments are true and complete to the best of my knowledge.

Brian J. Mills

Deputy General Manager and

Human Resource Officer

Powder River Energy Corporation
' 221 Main Street

Sundance, WY 82729

The foregoing was acknowledged before me by Brian J. Mills on this 30th day
of September, 2019. Witness my hand an of ls:lal seal.—My_commission expires: June

2, 2020.
S E A STEPHANIE & PRIBILSKE - NOTARY PUBLIC Notaty W—/

My Co commlsslon Explres June 2, 2020
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EXHIBIT BM-1

BRIAN J. MILLS

503 E Warren - PO Box 1353 Phone 307.756.3636
Sundance, WY 82729 E-mail bmillser@gmail.com

Highly dedicated, member-focused cooperative executive who is guided by the belief
that the right culture and people are essential in the delivery of operational excellence.

IPROFESSIONAL EXPERIENCE]

Powder River Energy Corporation June 2004—Present
Sundance, WY
Deputy General Manager and HRO April 2017

Responsible to support the daily operations and overall management of the cooperative.

« Organizational Realignment; successfully managed reducing the company team size
down 20% while improving overall employee satisfaction scores.

e Develop and install Leadership Development Program; Created a unique Action Based
Learning program to mentor and develop the company’s emerging leaders

s Revamped Total Compensation Programs; Migrated insurance strategy and restructured
retirement programs providing a net savings while improving coverage.

e Advanced company’s Member and Business Alliance Relationships

Human Resource Officer (HRO) June 2010
Align and equip the company’s human resources to execute company strategy.
¢ Revamped Performance Management Program

Manage Compensation and Benefit Programs

Talent Management; Recruitment, retention, team development

Implemented Employee Driven Safety Program

L

L]
Manager of Training and Development February 2008

Administration of performance management and training programs for a workforce

» Established employee orientation program

¢ Direct organizational development for all levels of organization
¢ Developed and Implemented Personal Development Program

Information Technology Support Services June 2004
Provided technician level as well as supervisory support for company’s end user hardware

and software needs

Central High School August 2001-—May 2004
Rapid City Area Schools District, Rapid City, SD
Professional Educator & Coach
Instructed Business and Computer Science curriculum to students grades 9-12

EDUCATIO

Masters in Business Administration (2010) Bachelor of Science - Education (2000)
Ken Blanchard Executive Program, Minors: Computer Science & Business Admin
Grand Canyon University, Phoenix, AZ Dickinson State University, Dickinson, ND

ICERTIFICATIONS / MEMBERSHIPS|
Leadership Wyoming (2019)
Society of Human Resource Managers — SPHR
National Rural Electric Cooperative Association; Benefits Product Advisory Group
Certified Situational Leadership II Trainer
Wyoming State Teaching & Coaching Certificate

* & & & o
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EXHIBIT BM-2

PRECorp Moonshot

Drive down costs so that the first megawatt hour of energy usage is at or near zero by 2050.

PRECorp Purpose

Positively influencing and improving lives for those we serve by providing reliable energy and services
while paving the way for access and affordability.

P vision £ 2030 4

We will be pioneers of excellence in the Cooperative Network while delivering extraordinary value to our members, embracing a visionary outlook,
Ieveraglng acceleratmg technologles empowering our team and engaging our membership.

: M3 "
5 2. , ma.
£ Help me realize Ihe greatestvalue for Anticipate my needs as an ownerand | | :ﬁ myy W“"smd:mli’;mgem Be a good corporate cllgle" and lead by
= . : e example.
= every kWh purchased. provide me with great service. o e
= F1. F2. B, G :
£ Maintain just and reasonable rates Ensure predictability and stability in rates. Control expenses and provide a fair return on equity
i_,E_ that are fair and equitable. for everyone.
MONITOR, PREDICT AND HARNESS THE MITIGATE WHOLESALE MEMBER ENGAGEMENT N
Delivered POWER OF ACCELERATING TECHNOLOGIES POWER SUPPLY RISK AND COMMUNITY DEVELOPMENT
to our
members. P1. P5. : Po.
| Leverage accelerating technologies to improve core | Seize opportunities for additional growth. Facilitate business creation and development to
business performance & forecasting capabilities. benefit communities.
3 P2 P3 i i P10. , P11, .
e : 3 Partner with other Leverage b
> - 1 é 5 E ber loyal Support membershi
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E P = economies of scale & effectively manage i
s team capabilities. to improve overall trenath b o focus on future digitized sumfully
= performance. ey De_gemem B P y : core business. business model. ! deliver the
S Strategic
Processes
P4. P8. P12, ;
Understand and prepare for Develop more flexible contracts Increase political, economic |
advanced energy solutions. and rates with power supply. and regulatory influence of membership.

empower
our Team

T1. T2. T3. : TA. 5. T6.
Strengthen cross- W Make investment in, and Increase flexibility, agility, S Ensure benefits and ¥ Plan for succession and Leverage available
functional servant i continuous improvement of resilience and risk tolerance '§ compensation are leadership development talent and skills from all
leadership culture. people, a top priority. in the organization. competitive and flexible. (Board and Management). employees.

Talent and
Technology

'Ci)inpeiffiﬁé'hétes and Hiéh Quality Service
Enhancing the Quality of Life of our Members

~ Keeping Member Owners First * Sustainability
_Support and Develop the PRECorp Team °

Supported by our
team and culture.

Guided by what

Safety matters most

Integrity Innovation Accountability Commitment to Community

PRECORP/2019 General Rate Case
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