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David F. Crabtree (05459) 

Deseret Generation & Transmission 

Co-operative 

10714 South Jordan Gateway, Suite 300 

South Jordan, UT 84095 

Telephone: (801) 619-6500 

Fax:  (801) 619-6599 

crabtree@deseretpower.com 

 

Attorney for Applicant Deseret Generation 

& Transmission Co-operative 

 

Gary Dodge (0897) 

HATCH JAMES, & DODGE, P.C. 

10 West Broadway, Suite 400 

Salt Lake City, Utah 84101 

Telephone: 801-363-6363 

Email: gdodge@hjdlaw.com  

 

Attorney for Distribution Member Applicants  

 

BEFORE THE PUBLIC SERVICE COMMISSION OF UTAH 

 

In the Matter of the Application of  Docket No. 

Deseret Generation & Transmission  

Co-operative, Bridger Valley Electric  

Association, Dixie-Escalante Rural    Verified Application 

Electric Association, Flowell Electric For Approval to 

Association, Garkane Power Association, Issue Securities 

Moon Lake Electric Association, and  

Mount Wheeler Power, Inc. for Approval 

to Issue Securities 

 

Deseret Generation & Transmission Co-operative (“Deseret”), Bridger Valley Electric 

Association (“BVEA”), Dixie-Escalante Rural Electric Association (“Dixie”), Flowell Electric 

Association (“Flowell”), Garkane Power Association (“Garkane”), Moon Lake Electric 

Association (“MLEA”), and Mount Wheeler Power, Inc. (“MWP”)(collectively, the 
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“Applicants”) hereby apply to the Commission pursuant to Utah Code § 54-4-31 for an Order 

approving and authorizing the issuance by Applicants of securities in the form of Secured 

Promissory Notes (“Notes”) as hereafter defined) and otherwise under or in conjunction with 

each of the following agreements: (i) a Secured Promissory Note (the “2026 Loan Note”) in the 

amount of $10 million to the National Rural Utilities Cooperative Finance Corporation ("CFC"); 

(ii) a Substitute and Amended and Restated Secured Promissory Note in the amount of $40 

million to CFC (the “2018 Working Capital Loan Note”); (iii) a Fourth Amended and Restated 

Revolving Credit Agreement (“2018 Line of Credit”); (iv) a Conformed Obligations 

Restructuring Agreement Restatement (“ORA Restatement”); and (v) one or more Joint and 

Several Guaranty(ees) to be executed by each of Deseret’s six Distribution Members (“Member 

Guarantees”). All of the above agreements are collectively referred to herein as the “2018 

Restructuring Agreements.” Attached hereto as Exhibits A-F are documents reflecting material, 

substantive terms of each of the 2018 Restructuring Agreements. Non-substantive changes may 

be made to any of the 2018 Restructuring Agreements, and final, executed copies of all of the 

same will be filed with the Commission after closing.    

The 2026 Loan Note (Exhibit A) and the 2018 Working Capital Loan Note (Exhibit B) 

(collectively the “Notes”) will both be secured by security interests in real and personal property 

of Deseret pursuant to the terms of the Third Supplement and Amendment to Amended and 

Restated Mortgage and Security Agreement previously executed by Deseret and approved by the 

Commission. (Report and Order dated October 7, 2016 in Docket No. 16-506-14). 
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The obligation of Deseret to make repayments of amounts owed to CFC under the Notes 

will be guaranteed by: (i) Deseret’s wholly owned subsidiary, Blue Mountain Energy, Inc. 

(“BME”) pursuant to the terms of a Second Amended and Restated Secured Guaranty (Exhibit 

E) executed by BME in favor of CFC; and (ii) Member Guarantees (Exhibit F) to be executed by 

each of BVEA, Dixie, Flowell, Garkane, MLEA and MWP (collectively, the “Distribution 

Members”). 

The 2026 Loan Note is being executed in return for a reduction in Deseret’s existing 

minimum long-term debt obligations currently owed to CFC and other concessions as further 

described below. Proceeds of advances, if any, under the 2018 Line of Credit will be used for 

working capital cash needs of Deseret if and as such needs may arise.  

The Applicants anticipate and represent that this matter is expected to be unopposed and 

uncontested. Pursuant to R746-110-1 of the Utah Administrative Code (“Rule”), Applicants 

hereby request Informal Adjudication of this Application. This Application is supported by the 

sworn statement at the end of this Verified Application, and the 2018 Restructuring Agreements 

attached hereto, which establish the facts pertinent to this Application. 

Pursuant to Rule R746-110-2, and for good cause shown, Applicants respectfully request 

entry of a final Commission order approving the Loan as soon as practicable, and within 30 days 

if feasible, in order to meet CFC timing requirements, and to maximize the value to Applicants 

of advantageous long-term debt reductions as negotiated with CFC in conjunction with the 2018 

Restructuring Agreements. Deseret’s elected governing board of trustees has unanimously 

approved the terms and conditions of the 2018 Restructuring Agreements. In addition, the 
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elected governing boards of all Distribution Members have approved and authorized the 

execution of the Member Guarantees at duly-called public meetings of such governing boards. 

Copies of resolutions duly-approving the 2018 Restructuring Agreements are attached hereto at 

Exhibit G. 

In light of approvals by the governing board of Deseret at its duly noticed meeting, open 

to the public, and the approval by the respective governing boards of each Distribution Member 

at duly-noticed meetings of those governing boards, Applicants further ask the Commission to 

determine that no additional public notice of this proceeding is required under R746-110-2 of the 

Rules.  

In support of this Application, Applicants represent as follows: 

Background 

1. Deseret is a wholesale electric cooperative providing electric generating and 

transmission services to its six-member rural electrical cooperatives who, in turn, provide retail 

electric services to their cooperative members in the States of Utah, Wyoming, Arizona, 

Colorado, and Nevada. Applicants are public utilities subject to the jurisdiction of this 

Commission. 

2. For years, Deseret has faced severe financial difficulties. In 1996 Deseret entered 

into a long-term debt restructuring and forbearance arrangement with its creditors (as amended, 

the “Obligations Restructuring Agreement” or “ORA”) By Order Issued July 3, 1996 in Docket 

No. 96-506-01, the Commission approved the issuance of securities in conjunction with the 
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terms and provisions of the ORA. In 1998, Deseret entered into a series of further arrangements 

with its major creditors for restructuring and recapitalizing Deseret’s secured indebtedness. 

3. Over the years since the 1996 ORA was consummated, a number of modifications 

and amendments to various contract provisions have been negotiated and executed among the 

parties to the original transaction. 

4. Under provisions of the ORA, Deseret is obligated, among other things, to make 

certain minimum payments plus certain additional contingent payments (“Restructured 

Payments”) on account of underlying debt obligations outstanding to various creditors. Those 

creditors, in turn, have agreed to forbear from exercising remedies otherwise available under the 

pre-existing debt owed by Deseret by reason of any payment delinquencies thereunder, so long 

as Deseret satisfies its undertaking under the ORA, such as the obligation to make the 

Restructured Payments. 

5. Under provisions of the ORA, Deseret is scheduled to continue to make minimum 

payments through the year 2025, subject to various provisions and conditions as set forth therein.   

6. In order to better accommodate anticipated timing of cash revenue(s) and 

expenditures for the period between now and 2025, Deseret and CFC have entered into 

discussions to revise the scheduled minimum annual payments included in Restructured 

Payments under the ORA. The result of these revisions, which will generally be to reduce 

minimum payments through 2025, are summarized in the tables on Exhibit H. 

7.  In exchange, and to partially finance the downward revisions in scheduled minimum 

ORA payments, Deseret has agreed to certain terms including: 
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 a. Deseret will execute the 2026 Loan Note in the amount of $10 million. 

 b. Deseret will covenant that it will not apply certain contingent credits 

(“Contingent Credits”) under the ORA to reduce or offset any cashflow deficiency–a shortfall in 

net annual cashflow that would prevent Deseret from making at least the minimum scheduled 

Restructured Payment for such year–in any year prior to 2024.1   

 c. Deseret will voluntarily limit the maximum amount of Contingent Credits 

that it applies through the remaining term of the ORA, such that in all events, Deseret will apply 

no more than $83 million (in cumulative aggregate amount) of such credits. If, in the interim, 

Deseret were to experience a short-term cash liquidity concern, Deseret will draw on available 

funds under a liberalized working capital credit arrangement that CFC is providing in the form of 

the 2018 Working Capital Loan Note.  

8. As indicated above, pursuant to the 1996 ORA, Deseret entered into a Revolving 

Credit Agreement with its single largest creditor, the National Rural Utilities Cooperative 

Finance Corporation (“CFC”). Pursuant to a Second Consolidated, Amended and Restated 

Revolving Credit Agreement dated as of October 16, 2011 (the “Existing Line of Credit”), which 

was approved by the Commission in an Order dated October 5, 2011, in Docket 11-506-01, 

Deseret and CFC renewed and extended the original line of credit agreement for a commitment 

period having a term of five (5) years through October 16, 2016. 

                     

1. These Contingent Credits arise for the most part, from “excess” ORA payments, which are 

made in years when net cashflows from ongoing operations exceed amounts otherwise necessary 

to satisfy minimum ORA Restructure Payments. Such credits may only be applied if and when 

future net cashflows fall short of the level, in a given year, that would enable Deseret to pay the 

minimum required Restructure Payment for such year. 
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 9. On or about October 12, 2016, Deseret and CFC entered into a Third Amended 

and Restated Line of Credit (the “Extended Line of Credit”), which was approved by the 

Commission in an order dated October 7, 2016, in Docket 16-506-14, whereby the commitment 

period for funding under the credit line was extended through November 30, 2017. 

 10. On October 20, 2017, in Docket 17-506-01, the Commission approved the 

issuance of securities in connection with a First Amendment to the Extended Line of Credit 

whereby the commitment period for funding under the credit line was extended through 

November 30, 2018. 

 11. As further consideration for the revision in minimum Restructure Payments, and 

the mutual undertakings of Deseret and CFC in connection therewith, CFC is willing to provide 

Deseret with a larger, much longer-term working capital loan facility.  The 2018 Working 

Capital Loan Note will replace the First Amendment to the Extended Line of Credit as approved 

in 2017.  Among other things, the new working capital facility will: 

  a. Provide up to $40 million in available funds through draw requests during 

a Commitment Period up to and through December 31, 2025; and  

  b.  Allow Deseret to repay advances borrowed under the 2018 Working Capital 

Loan Note by making interest-only payments through the Commitment Period (December 31, 

2025) and principal and interest amortization payments through the Maturity (December 30, 

2030). 

 12. Deseret depends upon CFC as a primary source of additional financing, and has 

from time to time, arranged through CFC or through facilities of CFC, for needed financing 
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support in the form of, among other things: letters of credit for marketing and sales transactions; 

revolving working capital loans for finance liquidity and other working capital needs, among 

other things. 

13. Deseret will rely on the facility evidenced by the 2018 Working Capital Loan 

Note as a source of continued or additional letter of credit support from CFC, working capital 

liquidity, and other financing support through at least the Commitment Period ending December 

31, 2025. 

Revised ORA Restructured Payments and 2026 Loan 

 14. Deseret and CFC will agree to revise scheduled minimum Restructure Payments 

through 2025 as shown in Exhibit H. 

 15. In addition, in the ORA Restatement (Confidential Exhibit D), CFC and Deseret 

will agree to certain other revisions in contract terms of the debt restructure provisions of the 

ORA, including: 

a.  Deseret covenants it will not apply Contingent Credits to offset or reduce 

the revised (lower) minimum Restructure Payments scheduled for years through and 

including 2023; any credit so applied will, if permitted by the terms of the ORA as 

amended, only be applied to reduce, offset or prepay scheduled minimum payments for 

the years 2024 and/or 2025 (the final year of scheduled payments under the ORA term). 

b. Deseret agrees to limit the cumulative aggregate amount of Contingent 

Credits that might otherwise be available to offset or reduce the revised minimum 

payments to no greater than $83 million. 
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c. Deseret will pay to CFC as prepayments against remaining future 

minimum Restructure Payments the annual excess, if any, of net cash flow from 

operations above certain agreed upon reserves, allowances, and other mandatory debt 

service requirements. Amounts so paid as prepayments will be credited along with 

imputed interest component at a positive rate equivalent to CFC’s imputed rate for its 

recorded financial reporting on ORA debt it holds from Deseret and will reduce 

remaining future installments of minimum Restructure payments as Deseret designates. 

d. Deseret will be permitted to continue to make certain wholesale rate 

rebates to its Distribution Members notwithstanding any applied Contingent Credits 

under the ORA, as amended. 

e. Deseret and CFC will agree to modify certain covenants pertaining to 

Deseret operations, budgets, and other terms under the ORA. 

16. The 2026 Loan Note bears no interest and Deseret will be obligated to make 

repayment thereon in the form of four (4) equal quarterly installments of $2,500,000 each on the 

last day of March, June, September, and December 2026. 

17.  Amounts owed by Deseret to CFC under the 2026 Loan Note will be secured by the 

Third Supplemental Mortgage. 

18. Repayments of amounts owed by Deseret to CFC under the 2026 Loan Note will 

be guaranteed by: (i) a Secured Guaranty executed by BME; and (ii) the Member Guarantees. 
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 19. Confidential Exhibit D is a copy of a form of Conformed ORA setting forth the 

material substantive provisions of the ORA, as it has previously been amended and as it will be 

effective upon amendment and revision in contemplation of the 2018 Restructuring Agreements.  

2018 Working Capital Loan Note 

20. Under the terms of the 2018 Line of Credit (Exhibit C), Deseret will issue the 

2018 Working Capital Loan Note in an amount not to exceed $40 million. 

20. The terms of the 2018 Line of Credit and 2018 Working Capital Loan Note 

include the following: 

a. Payment of accrued interest on amounts of advances under the 2018 Line 

of Credit will become due and payable on the last day of each calendar quarter (March, 

June, September, December) during the Commitment Period (through December 31, 

2025). 

b. Payment of principal and accrued interest on unpaid balance of advances 

under the 2018 Line of Credit will become due and payable beginning after the 

Commitment Period and continuing through the Maturity Date (December 30, 2030). 

c. Interest on amounts advanced under the 2018 Line of Credit will be 

computed at a rate equal to the CFC Line of Credit Rate during the Commitment Period 

(through December 31, 2025), which is the rate published by CFC from time to time, by 

electronic or other means, for similarly classified lines of credit extended to CFC 

borrowers, or if such rate is not published, then the rate determined for such lines of 

credit by CFC from time to time. 
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d. Interest on amounts advanced under the 2018 Line of Credit will be 

computed at a rate equal to the CFC Variable Rate during periods beginning after the 

Commitment Period (after December 31, 2025), which is the rate established by CFC for 

variable interest rate long-term loans similarly classified pursuant to the long-term loan 

programs established by CFC from time to time, unless and until Deseret elects to 

convert any portion of the outstanding loan balance to the CFC Fixed Rate, which is fixed 

rate as is then available for loans similarly classified pursuant to CFC's policies and 

procedures then in effect.  

e. All amounts due and owing for advances under the 2018 Line of Credit 

will become due and payable in full in all events no later than December 30, 2030. 

f. Amounts advanced under the 2018 Line of Credit may be repaid and/or 

prepaid at any time without penalty. 

g. Amounts owed by Deseret to CFC under the 2018 Line of Credit Note will 

be secured by the Third Supplemental Mortgage. 

26. Repayments of amounts owed by Deseret to CFC under the 2018 Line of Credit 

Note will be guaranteed by: (i) a Secured Guaranty executed by BME; and (ii) Member 

Guarantees. 

27. To date, Deseret has not utilized the revolving credit line from CFC and has no 

outstanding balance.  
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Public Interest 

27. The 2018 Restructuring Agreements were all negotiated and structured to provide 

Deseret additional favorable long-term payment terms under the remaining Restructured 

Payments scheduled to be made through calendar year 2025. Applicants will also receive 

valuable and favorable consideration in revised covenants and restrictions that otherwise would 

apply to Deseret through the remaining ORA term. 

28.  Deseret is agreeing to certain limits in the potential application of Contingent Credits 

as contingent offsets to or reductions in future minimum Restructure Payments, in exchange for 

revisions to the ORA designed to avoid adverse impacts on the positions, rights, remedies and 

risks of Deseret and its Distribution Members under the ORA, as well as under other existing 

agreements, amendments, and arrangements between Deseret and CFC.   

29.  The Applicants anticipate that the combined effect of revised minimum ORA 

payments, liberal working capital credit terms under the 2018 Credit Line, and other 

accommodations that CFC is granting in exchange for the 2026 Loan Note will enable Deseret to 

avoid or limit future increases to its member wholesale rates or charges. Among other things, the 

Applicants expect: 

a. Reduced minimum payment schedules during the initial interim years 

beginning in 2018 will increase the ability of Deseret to generate and retain sufficient net 

cash flow from ongoing operations to prolong and continue making rate rebates to the 

Distribution Members pursuant to the wholesale rebate program established in 

accordance with Deseret’s FERC-filed wholesale rate tariffs. 
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b.   CFC will agree, as a condition to the ORA Restatement, that Deseret may 

make wholesale rate rebates to its Distribution Members during years in which Deseret is 

permitted to do so, even if Deseret applies Contingent Credits to offset or reduce future 

unpaid scheduled minimum Restructured Payments; 

c.  If Deseret increases the principal wholesale rate tariff to the Distribution 

Members beginning January 1, 2022 by an amount calculated to increase revenues from 

sales under such rate tariff by 8 percent (year-over-year), CFC will covenant to return to 

Deseret certain financial loan incentives on any future long-term debt financing requested 

by Deseret from CFC, provided that the total Contingent Credits applied through the term 

of the ORA must fall within negotiated target levels set forth in Confidential Exhibit D. 

30. Representatives of all six Distribution Members who sit on Deseret’s Board of 

Trustees have actively participated in the development of the 2018 Restructuring Agreements, 

and Deseret’s Board of Trustees has unanimously approved the terms of the same. 

31.  All six Distribution Members have approved the Member Guarantees of Deseret’s 

repayment obligations at duly noticed meetings of the respective governing boards of the 

Distribution Members. 

32. Deseret has determined that the 2018 Line of Credit will add an increased level of 

certainty and stability to Deseret’s financial position, will increase its ability to respond to 

potential working capital cash demands during the coming months and years, and will otherwise 

present opportunities to Deseret on terms that are advantageous to Deseret and its Distribution 
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Members. The 2018 Line of Credit will help avoid or delay financings that might otherwise 

become necessary from time to time in support of ongoing operations. 

33. The 2018 Restructuring Agreements are all for lawful objects within the proper 

corporate purposes of the Applicants, are compatible with the public interest, are necessary or 

appropriate for or consistent with the proper performance by Applicants of their services as 

public utilities and will not impair Applicants’ ability to provide or perform those services. 

Requested Timing of Approval 

34. Applicants respectfully request expedited and informal consideration of this 

Application. The terms and conditions of the 2018 Restructuring Agreements have all been 

reviewed and approved by Deseret’s governing board, which includes representatives of all six 

of Deseret’s Distribution Members, and the Boards of the Distribution Members have all 

approved the Member Guarantees.  

35. Applicants desire to accelerate the date when Deseret may begin or continue to 

make additional prepayments against future scheduled minimum Restructure Payments under the 

2018 Restructuring Agreements, which will reduce the amounts of future scheduled payments by 

an accrued imputed interest credit to be determined based on the dates of any such prepayments.  

36.  CFC has informed Applicants that it desires to finalize and close the terms of the 

2018 Restructuring Agreements prior to the end of CFC’s 2018 fiscal year on July 31, 2018, so 

as to enable CFC to reflect and record the effect of such transactions in its financial statements 

for its 2018 fiscal year. 
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37. Applicants thus respectfully request issuance of a Report and Order no later than July 

27, 2018, if feasible, to allow Applicants to execute the 2018 Restructuring Agreements in time 

to meet the foregoing timeframe.   

19. Pursuant to Rule R746-110-2, Deseret requests waiver by the Commission of the 

20-day tentative period for good cause shown. 

Requested Action 

Wherefore, respectfully ask the Commission to issue an order by no later than July 27, 

2018, if feasible, approving and authorizing the issuance of securities by Applicants in the form 

of the Notes and otherwise under or in conjunction with all of the 2018 Restructuring 

Agreements, in such amounts, for such purposes and with such terms and conditions 

substantially as specified herein; for a waiver of the 20-day tentative period of Rule R746-110-2, 

and for such other and further relief as may be warranted under the circumstances.   

DATED this 29th day of June 2018. 

David F. Crabtree 

 

 

/s/ David F. Crabtree    

 

      Attorney for Deseret Generation  

       & Transmission Co-operative 

 

 

/s/  Gary A. Dodge    

      Attorney for Distribution Members 
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CERTIFICATE OF SERVICE 

I hereby certify that a copy of the foregoing Application was served by email this 29th 

day of June 2018 upon the following:  

 

DIVISION OF PUBLIC UTILITIES   

Patricia Schmid  pschmid@agutah.gov 

Justin Jetter   jjetter@agutah.gov 

Chris Parker   chrisparker@utah.gov 

William Powell  wpowell@utah.gov 

                 

 

OFFICE OF CONSUMER SERVICES 

Steven Snarr  stevensnarr@agutah.gov  

Robert Moore   rmoore@agutah.gov   

Michele Beck   mbeck@utah.gov 

Cheryl Murray  cmurray@utah.gov 

  

 

 

 

/s/  Gary A. Dodge    
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