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Do MW B fithunadts | :

Thank you for your letter of 18 November about various issues surrounding Equitable
Life. It may be helpful if I reply by setting out the situation as I see it covering the
main points you raised.

Your first concern is the proposal to legislate on unlimited liability, should the need
arise. The Government has proceeded exactly in accordance with Ruth Kelly's
announcement on 8 March 2004, As recorded in Hansard on 8 March at Column
1258 she said: “In his report, Lord Penrose raises a number of issues concerning the
unlimited liability status of Equitable Life. [ can announce that the Government
intend, at the earliest opportunity, to publish and consult on draft legislation to protect
policyholders in the event that were ever to become material.”

A consultation paper was published on 9 April and the consultation period ended on 9
July. The Treasury is now considering the results of that consultation and continuing
to work on the draft clauses. The consultation paper made it clear that any need for
this legislation was dependent both on an insolvency having taken place and on a
particular legal interpretation having been applied to pelicvholder liabilities. Neither
of these circumstances is in place so there is no necessity for a Bill at this time.
Nevertheless, the Government remains committed to bringing forward legislation to
protect policyholders in the event that the Society’s unlimited status were ever to
become material.

I am surprised by your comment that neither EMAG nor any other policyholder group
was aware that this consultation had taken place. Ruth Kelly’s statement to the House
on & March, which I am sure you would have analysed closely, was clear that such a
consultation would take place. The consultation paper was and remains available on
the HM Treasury website.






