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Parliamentary
and Health Service
Ombudsman

24 February 2006

Dear Member
EQUITABLE LIFE

As you will know, | am conducting an investigation into the prudential regulation
of the Equitable Life Assurance Society in the period prior to 1 December 2001.
When | wrote on 24 November 2004 at the outset of my investigation to all who
were then Members of Parliament, | said that | hoped to complete my
investigation before the end of 2005. In October 2005, | told the Public
Administration Select Committee that | hoped to complete my investigation and
publish my report by Spring 2006. This has not proved possible and | am writing
now to provide you with a progress update on the investigation and to give you an
indication of the likely timetable for publication of my report.

The terms of reference for my investigation are:

To determine whether individuals were caused an injustice through
maladministration in the period prior to December 2001 on the part of the
public bodies responsible for the prudential regulation of the Equitable
Life Assurance Society and/or the Government Actuary’s Department; and
to recommend appropriate redress for any injustice so caused.

| have been investigating eighteen specific heads of complaint. Each in various
ways alleges that the public bodies responsible for the prudential regulation of
insurance companies failed for considerably longer than a decade properly to
exercise their regulatory functions - and that these failures led to unremedied
injustice to current and former policyholders and annuitants of the Society.

In doing so, we have used fifteen representative complainants, nominated by the
policyholder action groups, as lead cases - although my findings will apply to all
those who have complained to me and also all those in a similar position to those
complainants.
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[image: image2.jpg]In order to assist me to determine whether these complaints are justified, | have
sought to establish what were the duties, powers, and responsibilities of the
regulatory bodies and their advisers in the period relevant to my investigation; to
establish how the prudential regulation of the Society was undertaken in the
relevant period; and to establish whether the way in which the Society was
regulated constituted maladministration causing injustice to individuals.

As part of the process of establishing the answers to these questions, my
investigation team has reviewed a considerable amount of documentary and other
evidence from the files of the regulatory bodies and from those of relevant third
parties, that submitted by interested parties (including action groups representing
complainants and the many individual submissions of policyholders and
annuitants), and that contained in the evidence archive of the Penrose Inquiry.

| have also undertaken a review of the relevant regulatory returns made by the
Society - and of the scrutiny of those returns by the regulatory bodies and their
advisers.

My investigative fieldwork is now completed. | will next consider my findings and
start to draft my report.

The final report will cover the development of a complex regulatory regime over
more than three decades and how that regime was implemented in relation to the
Society over many years. It will also necessarily cover many technical issues.

You will appreciate that producing an authoritative and robust report into such
matters and in such a context is likely to take a considerable time.

Furthermore, once my report is drafted | will share it with the bodies under
investigation and with those representing complainants - to ensure that they have
a proper opportunity to comment on the facts | have established and my findings
in relation to those facts - prior to publication of the report. Therefore, it is likely
that my final report will not be published for some time.

I am, of course, aware that those affected by the events at the Society have
waited for some considerable time already for a determination of the cause of the
injustice they say they have suffered.

In that context, in order to provide an indication of when my report might be laid
before Parliament, | have drawn up a detailed plan and timetable for the
finalisation of the report.

This timetable incorporates what | consider to be reasonable but challenging
timescales for us to complete the draft report, for the bodies under investigation
and those representing complainants to provide comments on the draft report,
and for the report to be finalised and published.




[image: image3.jpg]My current estimate is that | will not be able to publish my report before the
summer Parliamentary recess. However, | do expect to be able to lay my report
before Parliament before the end of 2006.

I will write to you again with a further progress report once the publication date
is known. We have sent a copy of this letter direct to all those people with
complaints about the prudential regulation of Equitable Life whose details we
have registered.

Yours sincerely
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Ann Abraham
Parliamentary and Health Service Ombudsman




