His Eminence the Lord Gnome,                                       Dr Roland Graf,


6 Carlisle Street,                                                                14 Springfield Rd.,


London WID 3BN                                                             Leicester LE2 3BA


                                                                                            June 22nd 2005





Dear Marmaduke,





My social secretary, Ms Lila po Lune, suggests that the paragraph marked on the enclosed sheet photocopied from the recent Scottish Power annual report might qualify for your collection of Corporate Gobbledegook.





Thirteen year old Fatima Patel tells me that the USA offshoot, PacifiCorp, is run by Americans and that the UK pundits do not really understand their finances, that she knows no rational explanation of the sale of PacifiCorp to MidAmerican and that this section of the hurriedly amended report was dictated to her by Mr Clever Dick …and she does not know what it means.  However it has nothing to do with the allegation by the US Federal Regulator that Pacificorp is too large and potentially a controller of overall prices – since the Pacificorps plus MidAmerican Combo is even bigger.





When Miss Patel originally compiled the report on May 20th 2005 she had been instructed to emphasise that Pacificorps was the jewel of the crown, the major moiety of the Scottish Power empire, had increased its annual profits by ten per cent and had conned the regulators in six  states to grant it further profitable price increases.  The company and its portfolio of customers was rapidly and profitably expanding.  The company had no nuclear power stations and, therefore, nothing to worry about…





She delivered the report that evening.  Next morning, the 21st, she was visited by the well known business consultant, Mr Clever Dick, and his three genial mastiffs, Killer, Ripper and Masher.  Mr Dick insisted that Pacificorps had made a disasterous loss.  This puzzled Miss Patel but Mr Dick insisted that if the figures were translated into sterling then, because of Mr Bush’s giveaway interest rates and devaluation of the dollar, then, if figures were translated into sterling, the Pacificorps profit had gone down.





Miss Patel pointed out that: (I) American businesses are conducted in dollars not sterling – and translations into sterling are purely technical operations and irrelevant. The money is still dollars.


                                              (ll) Bush had decided he would gradually raise the interest rates – would automatically restore the relative value of the dollar.


                                              (lll) As expected, even after translation into sterling, PacifjCorps had still made an increased profit.





Mr Dick then started waffling.  It was necessary, he said, to subtract half a million pounds from the Pacificorps profits because the Californian government might demand back alleged excessive profits made during the fuel crisis.  Miss Patel doubted this because Mr Schwartzenegger, was well pleased with the donation of sixty thousand dollars to the Relief Fund for Californian Pornstars contracting Sexually Transmitted Diseases.





Then Mr Dick went on about this dam which had been built on 1911across a river to harness hydroelectric power .  The Indians were now complaining that they were awarded a treaty permitting them to fish salmon .. and the dam blocks off the passage of the salmon to the fishermen and were claiming a billion pounds in compensation.  Ms Patel pointed out that the judge had thrown out the case, that because of a shift in the earth’s axis there is global warming in the Western USA which has in any case dried up the river and boiled the salmon.  Even if there was a breach of the treaty, it was not clear to whom the compensation should be paid and  by whom.  Presumably the state government which had authorised the dam was responsible.  Chief Ponchobolero had no treaty with Pacificorps.





The mastiffs growled.





“I am offering one dollar for Pacificorps”, said Mr Dick, “It is an offer which the directors cannot refuse”





The hounddogs grinned.





“I doubt that”, said Ms Patel, “We can set up Pacificorps as an independent company without Scottish Power being responsible for its debts.  It can just own the shares and collect the dividends.





“If I was really worried about the exchange rate, then I would have compiled the accounts in dollars instead of pounds.. as I did with the rank organisation.  But, as you well know, the function of a large company is to borrow lots of money to hand over to the directors and pundits – such as your good self.   Scottish Power debts are mainly in the USA – Pacificorps loans.  Translated into sterling, the company profits have been increased by half a billion pounds because of the lower cost of interest payments… Pacificorps has thus, in the sterlingised profits, provided a massive contribution…”





The hounddogs growled and grinned.





Next day, the 22nd, Mr Clever Dick delivered a large consignment of Scottish Whisky to the Scottish Power boardroom.  The directors conducted what Mr Dick described as a ‘strategic review’ of Pacificorps and decided that ‘shareholders interests were best served’ by the sale of Pacificorps.





‘Shareholders interests’, Ms Patel explained, means ‘Fund Managers’.  It means also the systematic killing of the geese that lay the golden eggs.  Shares overall are so expensive – even though they bought the Scottish Power shares relatively cheaply because of another overrated Pacificorps panic – that the interest payments are insufficient to fund the fund managers’ lifestyle and to con the fund holders with periodic cash payments which they purport – for a while – to be income.  For this reason, and to slush the directors, fund managers insist on companies being raped by regular ‘capital payments’ or ‘returns to shareholders’.  This is the argument which the fund managers have with Mr Morrisson.. he won’t appoint representatives of the lads as non-executive directors to plunder the company…





“What’s in it for us?”, asked the directors, “Hand me another bottle…”





“There’s plenty in it for us”, said Mr Dick, “but it will cost money.  So to pay for that, we will subtract a ‘billion pound exceptional loss’ from the profits to reflect the ‘expected realisable value’.





“We have no use for windfarms, however”, said Mr Dick, “You can keep your windfarms.  What we are really after is your coal mines…”





Then it was announced that there was to be no auction.  Pacificorps was to be sold to MidAmerican.





So Mr Dick arrived again next day in Patel’s office demanding that she rewrite the report.  The billion pounds was to be subtracted from the Pacificorps profit.. so that it could be purported that Pacificorps had made a half million pound loss.   The fact that shareholders are not only going to find themselves robbed of a large amount of money but will find their dividends at least halved is to be obscured by the ‘return to shareholders’ and by the fact that dividend policy (ie dividend in proportion to profit, which has been increasing) is to stay as it is.  Also, explained Mr Dick, the objective of large companies, as Miss Patel pointed out, was to borrow money and Mr Dick would persuade the credit rating agencies to increase the company’s credit rating in response to the Pacificorps sale.  Miss Patel was to convey the message that the capital value of Pacificorps was better invested into enterprises with a higher income to assets ratio…”





“Such as what?”





“Um..er… er.. windfarms, yes, windfarms.. tell them all about windfarms…”





“That’s all very well”, Miss Patel answered, “But if the objective was to reinvest the money more profitably it would not be given away, after being partially frittered, in a ‘return to shareholders’.  Pacificorps is in the same type of business as Scottish Power and is largely regulated and with guaranteed income.  Credit rating to a considerable extent depends on the ratio of debts to assets and Scottish Power is selling half its assets and giving away the proceeds and using that as a justification for another two billion pounds of  USA dollar loans!  Windfarms do not produce electricity or profits from sales.  They produce government grants.”





The mastiffs growled.





“You children understand nothing about finance”, lamented Mr Dick. “Write down as I dictate!”








The words Mr Dick dictated that constitute the section from which the enclosed quotation is taken might be taken to mean that the capital value of the company might be better invested  





Miss Patel thinks that it is unlikely that MidAmerican are being sold a lemon since the process will take a year or two before the palms of the regulators are greased and that is enough time for MidAmerican to find out.  Nor is it a tax fiddle.  That is accomplished by nominal sales of power stations, not whole companies.  She has an uneasy feeling about this.  She also had an uneasy feeling when compiling the Irish Viridian report.  They too are forcing shareholders to sell a tenth of their shares back to the company and she suspects that this is to grease the fund managers and to make extra shares available to give to the directors. 








                                                    Best Wishes,





                                                     Roland Graf
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