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Dear Ms McGuinness and Ms Wallis,
Postscript to my presentation on 1% February

A number of things have happened in the last 50 days which EMAG
considers relevant to EQUI Inquiry and of which you might not be aware.

Financial Ombudsman Service (FOS)

EMAG will reply separately to the extraordinary recent submissions made
by the FOS to EQUI. However, you should be made aware that the FOS
is unilaterally and swiftly closing down complaints, often against the
express requests of individuals to keep them open until EQUI and the
Parliamentary Ombudsman (PO) both report. Given that the FOS was
told by the PO team face-to-face the likely findings last October and it

will receive the relevant sections of the POOs report undeMaxwellisation
within a few weeks, such action is considered improper and quite possibly
prejudicial. It means that, should any complainants wish to add evidence,
they will have to re-start the whole procedure and again exhaust the
EquitableOs interal 90-day long complaints mechanism, after which time
the FOS will only accept such complaints @t its discretionO.

Lord Neill@ report

EMAG has seen nothing to indicate that the FOS has acted at all on Lord
NeillOs welbubstantiated evidence of serious failings in the way the FOS
conducted itself. Following the Neill report, investor Paul Weir prepared a
thorough investigation into Qgal worldO a#trnatives to EquitableOs Deloitt
methodology, used to calculate compensation for losses. He found that
the EquitableOs famula very materially under-estimates losses against
any reasonable basis for comparison. Mr Weir has already submitted his
analysis of this to EQUI and EMAG, in confidence. EMAGOsinvitation to
the Treasury Sel ect Committ ee to consi der the behaviour of the FOS
in the light of Lord N  eillOs report has, pr edictably, been d eclined.
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The Institute of Actuaries report

Immediately after the EquitableOs closurethere was a rushed report by
the UK actuarial profession, the Corley Report (September, 2001),
which was a whitewash that reached the following conclusion:

Para 90: OWe hae not found evidence to suggest that any Appointed
Actuary of the Equitable failed to take account of the guidance that
was current at the time the various decisions were madeE EE.EWe
have seen no evidence to indicate that any Appointed Actuary at the
Equitable was at any time so concerned about the nature of those
decisions that he felt it necessary to 'blow the whistle' to the regulator.
Our conclusion is that it was an accumulation and combination of
decisions, actions and communications, over a very long period and
involving not only the Appointed Actuary but also the management
and the Board of Directors, that made the Equitable so vulnerable

to the adverse events.O

Finally, on the 2" March 2007, and in direct contradiction of Corley, the
UK Institute of Actuaries has found that throughout the 1990s three of its
members had systematically deceived investors and were running what
amounted to a scam. The 146-page report contains a great deal of damning
new evidence reinforcing Lord PenroseOdindings. Yet, with one exception,
the Institute treated its errant members very lightly. Roy Ranson, who

held simultaneously the positions of both Appointed Actuary and Chief
Executive between 1991 and 1997, was properly expelled. Chris Headdon
and Alan Nash were OadmorshedG an underwhelming gesture P and
charges against Roy Ranson® predecessor, Barry Sherlock, were

dropped completely because of Mr SherlockOs #lhealth.

With -profits annuitants possible transfer to the Prudential

On 15™ March the Prudential announced that it has tentatively agreed to
take over, at the end of 2007, responsibility for the 50,000 locked-in
Equitable with-profits annuitants, subject to approval of the members next
October. While we wait to read the Ofine pritO of the dealEMAG welcomes
this news. One can but suspect that the FSA has been the architect of
this neat resolution to the UK government® dilemma. As journalist Teresa
Hunter observed in OScotlandn SundayO:OCall me cynical, but | can't

get over how convenient all this is for the government.O

Parliamentary Ombudsman and Occupational Pensioners

On 21% February in the High Court Mr Justice Bean upheld a Judicial Review
against the Department of Work and Pensions (DWP). He supported the
POOs finding of maladministrati on and i nstructed the Mini ster to look
again at the report Os recommendations. This generated some of the most
savage press criticism the UK government has ever received, for denying

the payment of fair compensation to these impoverished 85,000 pensioners.



Although the pensionersO lawers offered for the case to be appealed directly
to the House of Lords, the DWP announced on 15" March its intention to
take the slow road via the Court of Appeal - thus ensuring the maximum
possible time protraction of the process of reviewing the power of the PO.
We understand that the government is gravely concerned at the possible
loss of its new-found habit of ignoring the PO at will.

On 21°% March, the Treasury finally capitulated (in part) to the Occupational
PensionersO claira, NOT on the basis of the PO reportOs recommendations
(which it still rejects) but by an expansion of the Financial Assistance Scheme
(FAS). We note that after two years, the FAS has still only disbursed less
than ! 5 million. This new concession, which the government claims is for
compassionate reasons, still falls far short of the POOs recormendations
made over one year ago. It has come about after intense media and political
pressure and its proposed methodology seems deliberately designed to
avoid setting any precedent for compensation of Equitable victims.

EMAG fears that the UK government intends, even after EQUI and the PO
report, to prevaricate and continue to deny culpability over Equitable. Sadly,
we anticipate that, whatever the POOs reommendations, the government will
continue to tough it out B six years after the devastating policy value cuts hit
1.5 million pension savers, many thousands of whom were not UK citizens.

We at EMAG have poured incalculable hours of our directorsO time and wver
1 100,000 of our supportersGontributions during the past three years into
seeking to inform both the PO team and EQUI. The prospec t of the UK
government ignori ng any adv erse findi ngs from either re port and
refusing us comp ensation is m ost dispi riting, yet we are determined to
fight on to obtain justice for all of EquitableOs victims, presentind past.

Finally, we must make the point that it is deplorable that the citizens of the

27 European member states are entirely dependent on the FSA for protection
on all UK investment products. The FSA has, since 1% December 2001, been
accountable to nobody and is now, in effect, responsible for policing itself.
We fully expect the POOs repa will reveal deplorable behaviour by the FSA

- behaviour that will demonstrate how outrageous are the current flawed UK
regulatory arrangements. But UK law precludes the PO looking beyond 2001.

ONLY EQUI can comment on th e FSAOsbehaviour in the | ast five ye ars!

Yours sincerely,

Paul Braithwaite
For EMAG Ltd
E-mail: emagpr@yahoo.com
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