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NOV 1 0 1999

Dear Jim:

As you know, the full Commission will take up the proposed settlement between Tucson Electric Power (TEP) and
the affected parties later this month.

Because of recent filings in the ONEOK/Southwest Gas docket that discusses alleged conduct by TEP and this
Commission's former Executive Secretary, Jack Rose, and which concern the TEP pending settlement, I am writing
to you seeking written clarification on the record.

I have attached the Prudential correspondence referencing purported dealings between TEP, Mr. Rose and
individuals of Prudential Securities.

Please respond in writing to the statements contained in the Prudential documentation, which allege TEP
involvement with Mr. Rose and/or Prudential Securities. I am most interested in Mr. Rose's suggestion contained in
the June 11, 1999 e-mail that suggests there is some sort of quid-pro-quo involving TEP business in exchange for
Mr. Rose's help in securing regulatory approvals.

Given Mr, Rose's efforts to secure a contract with Prudential last year, and what now appears to be an effort by him
to line up contracts that involved his work and efforts while still a Commission employee, please inform this
Commission about any dealings or discussions with Mr. Rose that concern or relate to TEP settlements and any
involvement with Prudential Securities. This should include any discussions you may have had which concern Mr.
Rose's trip to New York last year.

I would appreciate an immediate response given that the settlement will be taken up in two weeks. Please file your
response in Docket Control and send a copy to all Parties of Record.

Sincerely,

Carl J. Kunasek
Chairman

cc: Commissioner Irvin
Commissioner Mundell
Brian S. McNeil
Deborah Scott
Lyn Farmer
Docket Control
All parties of record

1200 WEST wAsmncayon, PHOENIX, ARIZONA ssoov-zoos I 400 WEST CONGRESS STREET, TUCSON, Anlzor4A ns701~1a41
www.cc.l!ah.nz.ul

)F{i€,3InAL



H-**U'?"

\

r.

' 11-l¢'</fr: 9 6 4 W 4/ : nM

< 9 s . < < ' G ~ ' " " .
¢€_3%- .ALJ 0-»"-*#4 ¢f=l+Mf'Cb#*t:wpw'fo fL€lvLtfVV

Ev
~..~Twr u1'€ST¥ w1w:>~I Eu va=444¢»w <a»~m-

§frr~==~=~-9' {. / ? * 4 = 7 Q»4~lL f l " . ' - r .. . .
/ < < M 6 . 1  - / m u ¢+¢ ~ . } u1 * c r c > r ' f w ~ ~ .  Lu r u~ r . < ; , , * g - r z < m . ~ c -  c ; @ = t » -

J. lA»9USbLltL9- W)/'~6' /*4~0 m W£*8\r" >@-zz, wrr- ~»1*!r> Cm/`c 5Trm_{

60 8451;/~ 0 rn.z»Jw1'D

@ 3 .¢ .
(.) I`/u~A5m@* 8 v./4
QI 5ER;ntl_E»v9uLrA4-/Co~MIuz99A/<1

( 4 W(34M?uMt ¢»(/8 .328 &J°FL44. /HJ ¢****~€D

,4-¢lw¢;r;Q W  6 9 9 8 .

'C_=<8<> ?4
I

<{mg0,./ 9666wg 7a¢4¢mnwJ

NYCTYHF"~> ¢€'OCn

@ t' i t<8*1 f lwwm9<>Q:; www;  1L fS < J l s s <  s e '< J ,< »r r , c,u<*/<L, efi éwwzza

TO? 5&wr» tn2n4v<r» Q< 8  4 4 - f /
In

@329 X64-
*3339 s Y' E4 ,v/v

Q_Q-» lf"Zzéi:sf

W

CONFIDENTIAL MATERIAL PRU 00040



:>ec:21-1998 87251 rec esc. sac. L.i 'P'L£l '_ boa 544 JSF( r-» .\¢<
.¢ `

MEMORANDUM

Ioscph fFichaa
M21r121giH~8 Director, Prudential [Securities

FROM: Jack Rose 0

SUBJECT: Business Proposal

DATE: 12-21-98

I-Iac is a brietlsulzlmary of some specific prob<:cB that I would I8<e to pursue as an Lmfesrmenr
lzankcr once I complete my employment wfdl the Arizona Corporation Commisé ou in Januzzj/_ Tris
is not a comprehensive List and I would be happy no dist:LL=.s the speeLEc;s in more def:1iL I have also
oudincd the major contract issues and howl would propose to resolve them.

3) For z nrauiber of complex reasons. may of' them involving changes `io federal -and sate
universal service support much=ni<rns, the Regional Bell Operating Companies (RBOC's) are
stardom ro sell their rural exchanges. I have strong reasons no believe thats can alnnosr immediately
bring in a substantial advisory contract with one of the RBOCls to provide Enlancial advice and
manage these sales. I would andcipale that this contract will nesuk in underwriting opportunide-s in
the fume. Furthermore, as a member of the national Rural Task Force, which is rewriting the
fedexd systnn of cross-subsidies, Shave unlimited oppormnides ro nerworrk with anal carriers the:
may be looking ro make or be acquhned. The knowledge and contacts that I have made
while working on this task force will enable mc to add substantial value as a banker."

2 )  S h ave  t eam ed  u p  w i t h  a  l ead i n g  : on $ u l ' t i i n . g  f i r m  t h a t  r c p r es c n s  S m :  r eg u l a t o r y  c om m i s s i on s

on electric r<:s truct1n'fJ1g. We are currently in Ana process ofljointly responding to several stare R.FPls
for consulting services, and cxpccc ro receive several additional state concractr. during the nat ninety
d a y s .  I  a g r e e  w i t h  y o u  n a :  w v i d i n s  a d v i s o r y  s e r v i c e s  t o  s t a t :  c o m m i s s i o n s  i s  a  g o o d  s c r e c r c g y  t o

obtain undcrwddng business. However, you need to Gd involved in doc process at an earlier st2.8c,
and you need someone who has relationships with the star: commissions and the networking ability
co land Lb.: initial contracts. As a former commission staiffdircctor who has ndwod<cd aggnrcssivdy
over the past few )'¢2Is, I am in an ideal position no go: the initial advisory conrracis, add value to the
star: proceedings, and obtain the rcsuldng underwriting bu.si.ncss _ whether Ir is sccuridzzdon or
funn-e M &A work. L13<e any other business, insiders always have an advantage.

3) I believe that I cansecurc an advisory contract with a local <:1c:<:tr'i€ utility to look for
acqLu.srt1on opportunities within Arizona. The structure of the Arizona market 15 grossly xnefficxent
and there will be numerous asset sales during the man few years as the nnzrkcc is dcrcgulatod. Thu
will create underwriting oppomxnitics.

4).One of the Arizona IOU's will be high on the national acquisition list when iss1I2nd=<l cost
recovery Ls resclvcd. I believe Liar I can quid-dy obtain an advisory contract with this connrpany to

DEC 21 '93 18245
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look for rncrgzr pzrmcrs.

5) Whcn thcArizonzr=su'ucturingp1zn is ° <1n==pl¢r=, thais av=1yhishprobabui¢yth=¢r , ,
bxir1ginthcI~¢su§ng5ulwamded assctsx1zr ¥*iv=f9 ons. Given myhnowicdgc ofthcArizonannzdc¢t@d
rrzyrcgulai0oryconmcs,&isis vuycloscmasLrzcMing. .

6). Last week Southwest Gas Corporation announced that it is being bought our in an all £35_
transaction. Given my relationship with this company and my ability to advise tbcm on important
regulatory issues related to the rncrgcr, I believe that I am well posidonod no get so: of 1I3£
Lnndzrwriting busings.

7) Arizonaisripcfara vvat::rroU up - d1clmd11suryLsvc:y fr2.cnLm:daodth=:uzruurmcndaus
eficicncics to be gained Evan consolidzdom Furdzczmorc, the sm: 1cgudatnay commisvioh has been
smdying this issue for some Tim: and is prepared to oEcr rcgularory 'mcantrves far consolidation.
I have been discussing this issue with scvr.-ral major pardcs.

8) I believe Sharl can land an advisory contract and Lmdcrvvzitiqg .business wirra wgjor [PP that
is ionizing ro sir: a project in Arizona.

CONTRACT ISSUES
I am looking for an investment bank Lbat Ls willing to be creative and implement a highly

entrepreneurial pay-for-performnncc relationship. I leno that I have the ability to bring in
substantial business and help position an invesnnent bank to take advantage of opportunities in
Leleeommunjcadons, energy, and water:

COMIPENSAZTON
We bod; recd an employment contact that closely refleeLs the value that I bring ro your

organiradon. I understand that the bulk of employee compensation comes from a bonus pool, but
I am. extremely reluctant to bring in substantial new business and then rely on the vagaries of your
compensation systan I also understand that it is difficult to split up Lm dcrwritirrg fees in advance.
I would propose Thai we resolve this difieulty Lm the following manner. During the next two years
Twill reairx all the advisory fees that I generate. Advisory fees will first go to pay my base salary,
and the balance will be paid co me on a. quarterly basis. Ibclicve that I can generate diesel corxsulNung
type fceswithour afiiliatirrg with an esmcntnk and I simply can'tpur them into spool without
some guarantee. Ill can keep die advisory fees, I am willing to Mke my chances with tic bonus
pool on underwriting commissions.

. . Exp£rvsE5
Pmdenmai well provide 0f5€¢ space, sta-&ls~L1pporL, H'avcL, and onbcr reasonable expenses.

I would - Y R Mpropose a two year contract wrnb a six month "out" provision: if have not brought in
at cast one six Sguw advisory contract v~riLhlua six months, Prudential has the right to cancel the
2 3 2 3 3 If the relatlonshgp E $UCC¢SS5Jl, aria :we years I will enter into a standard cmployxnmr

JOB 77715
I should have job title that is sLLEcieut1y prestigious to enable mc to work clirccfly with CEO's

and impress state com.missiorLs. I can re-port to anyondthat you choose to dcsignarc, but I [1¢¢d to
have Lhcjob m l̀<: o f ma-naging dirccnor, and the Ucxibility to manage my own projects.

.u 41 '9~ 12:47 PRU 00051CONFIDENTIAL MATERIAL
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Irccognizzdxzrzn mmployzncntcontranofrhistypeisunusua1onWaLlStrca
. bu I Im lm

a unique position to add value m your Qrgwnivminn Ibclicvc that my industry hnowrldgc, mpnmg
, mgularmfy cgnnms, andcra~&vitywMcozzhlemc mbriog'mMmsacdamsd'1zPrudcz:£al

could not orhawisc obtain. I also fed that my indium zmd:1s~vnfWf1gofzrgulzrory procsm will
Adda dirncnsion toycurb=n\4v1g:Mn d1ztyourcompc&ors l a c k  -  k x p i n g izlmind &ar 2lI of
d'1:sc issues hzvc sigiimor mgulaaary ovcrwncs. The dcwuidc is m`m@al and &c Lpsidz &m0 c.
I hope you will :may &e conclusion that Ms proposed reladmship has 2. posi'd'v: ~.4J..ctd value.

¢ gn'twf~f<

j s
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Fax Number: 212-778-1902

David Dub if Wednesday May 26, 1999 04:18 PM
Investment Banidng Group-Business Origination 212-T78-4920

To: Joe Hchera/PSG/Prudential
Martin Wade/PSG/Prudential@ Prudential

Yus -l
I n §»4..l

ac:
Subject Unisource/Oneok

FYI, regarding UniSource and ONE OK.

Forwarded by David Dublin/PSG/Prudential on 05/25/99 04:16 PM

]rose_az@hotmaiI.com

Wednesday May 25, 1999 03:52 PM

To:
cc:
Subject: Unisource/Oneok

David Dublin/PSG/Prudential 0

David,
I met with Gene Dubai yesterday and today to* further discussions on the

possible Pu-chase of Uri source by Oneok. As I noted yesterday, both Gene
and Uri source C8® Jim Pgnatelli are very interested and want to meet ASAP.
Gene also said that . .
he had no objection to Prudential representing Unisou'ce on the sell side,
while continuing to represent Oneok on other pending transactions.

Gene is going to have someone at Oneok start crushing numbers, and will
begin discussions with other members of Oneok management. We probably need
to star t putting something together ourselves.

I am trying to set up a meeting between Pignatelli, Dufay and myself for
next week. I'm also scheduled to go golfing with Pignatelli next week and
will try to lock up the sell side mandate, but I need to get more
information on pricing before I have this discussion.

Jack Rose

Get Free Email and Do More On The Web. Visit http'//w'»n.2\st1-cGrn

I
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jrose_az@hotmaII.ccm
Friday June 11, 1999 03:58 PM

To:
cc:

David DubirVPSG/Prudentid
joseph_fichera@prusec.com
Martin Wade/'PSG/Prudential

Subject: Update

I

Ar: .ES Wes... 1:.c: .*"'i=~-a*  ' v  s n e c § f 4=" ;:.:.'nj-=~"'L s **-I,'at .ws .can :cm I o : :.':.h8::1.

David,
I need to update you on a number of develop ~ments. First. I met with

Jim Pignatelli, CEO of Uri source Energy (parent of Tuscon Electric Power),
and he has agreed to give Prudential Cha stranded cost securitization
underwriting, which he expects will total about $4SOM~ ~. He needs some help
getting regulatory approval for his settlement and he expects me to help him
out in that regard. We should probably meet with him the next time he is in
NY so wee can complete the understanding. I also talked tofhim about the
sale of Uri source. He agrees that they are likely takeover candidates after
the st'anded costs issues are resolved. I suggested to him that Oneok would
be a likely merger par tier and he asked me to set up a meeting with with
their management.

Second, I am going to Denver next week to meet with a number of people
. 'T'h¢47:

CFO, Al Spies, has agreed to give us some business. Once we identify likely
projects we can fly out a team and give them a proposal.

Third, we had a major win on the regulatory front this week with Oneok.
As you know last week we wrapped up a settlement in Nevada. We now have

a tentative settlement agreement in Arizona, and should have final approval
in July. Oneok expects to close on Southwest in September, when we will
complete the underwriting that they have agreed upon.

Four th, the ouster of Tony West this week from the Arizona Commission
was a very positive event. We now have two very close allies on the three
member panel. This should expedite regulatory approval on future
acquisitions in Arizona of Uri source and Citizens. It also puts in a
position to add substantial value on all of these transactions.

e

Ja*k Rose

Ge: F'ee Email and Do More On The Web. visit: hccp://www.msn.com

s

¢
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]rose_az@hotmaILcom
Friday June 11, 1999 03:38 PM

To:
cc:

Subject:

David Dublin/PSG/Prudentid
Martin WadefPSG/Prudential
Jonathan BIurrVPSG/Prudential
Re: Meeting with Dubai on Citizens

David, .
. I have a meeting tentatively scheduled for Monday at 11:00
Kansas City co mea: with Gene Dubai regarding the Citizens acquisition.

are going to assist One ck in preparing a
hope that both Marcy and Jonathan can accent, bu: we need to
qu1c:kly as possible if we
pree_'n;>r:ive bid.

a.m. in

forward as

Jack Rose 4•

l

>From: david_dubin@prusec.com
>To: Jrose_Az@hotmai1.com
>CC: martin_wade@prusec.com, jonathan_blum@p:usec.com
>Subject: Meeting with Dubai on Citizens
>Date: man, 7 Jun 1999 10:17:52 -0400
>
>Jack.
>

>Martin wade would like to have Jonathan Blum, also an MD in M&A, join him
>in the meeting with you and Gene to discuss strategy for Citizens
>Utilities. Jonathan has significant utility M&A experience from his tenure
>at Smith Barney; he was even involved in an analysis of a break-up of
>Citizens.
>
>Jonathan cannot~make a meeting on Thursday in Tucson, but both he and Marty
>will go to Kansas city at the earliest time available for all par ties.
>Cou1d you find out when Gene will be available, other than this Thursday?
>Let me know and I'll check those times with Marty and Jonathan.

>David
>

>

'Ree hail and Do More On The Heb. Visit http://www.msn.com

|
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David Dublin Monday June 21, 1999 09:05 PM
Investment Banking Group-Business Origination 212~T78~4920 Fax Number: 212-778-1902

To:
cc:
Subject ONEOKls Financing Requirements

Joe Fichera/PSG/Prudential

Some thoughts on points to raise with Dubai related to the Cernpany's financing and strategy:

•

1. in light of the favorable pace of approvals In AZ and NV for the SW'X acquisition, we understand
that the closing date has been accelerated to S/1/99.

What is OKEs thinking about timing of the related financings?
Has Company decided on sequencing of various offerings: lead refth debt or the preferred?

I

•

¢

•

2. We don't want to divert management's time from getting the deal closed, but when may be
begin work on the financing?

Who will be coordinating from OKE: Dubai or Jim Kneale?
Should we be in discussions with PaineWebber now?
Is PW working with Company on registration statement orig there a shelf in piece?

•

•

3. What is the larger strategic plan that would lead OKE to be interested in diversifying into .
providing electric utility services?

In particular, how do the Citizens Utilities properties fit into the plan?
How will OKE organize to manage these operations?
How does UniSource (Tucson Electric Power) fit into the plan?
Does SWX bring with it some of the management needed to operate in the electric business in its
service territories?

How is the OKE handling its dealings with the rating agencies and mayor institutional holders

•

4.
(who own about 40% of stock)?

Has OKE visited with agencies about its expansion plans and presented a financial plan that address
target capitalization ratios, coverage factors, realistic financing plans" (psi can be helpful in preparing
studies and presentations for agencies and investors.) . .
Has thought been given to meetings with key holders to discuss the Fong-term plan and how its
implementation should positively impact stock price?
(Would we want to mention how Carol Coafe could play role in getting the story into market -
assuming she's convinced about it herself?) r
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