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From: The Right Honourable Sir John Chadwick

Ms Sue Lewis 11 January 2010
Head of Savings and Investment

HM Treasury

1 Horse Guards Road

London

SW1A 2HQ

Dear Ms Lewis
Equitable Life

1 thought it would be helpful if I were to write, in advance of our meeting on
Wednesday 20 January 2010, to confirm that I see that meeting as providing an
opportunity to address any remaining matters that HM Treasury wishes to raise in
response to my First Interim Report.

1 would welcome, in particular, further representations from HM Treasury on the
question of apportionment. | have set out my initial thoughts on this question at
paragraphs 3.1-3.22 of my First Interim Report; and | have set out some further
thoughts at paragraphs 7.1-7.6 of my Second Interim Report. Issues which need to
be addressed and resolved include:

¢ In what circumstances should mis-performance or wrongdoing by a non-
public body trigger notional apportionment of loss which results from
accepted maladministration by public bodies: in particular, what degree of
culpability is required? How (if at all) should this the degree of culpability
differ as between different classes of non-public body?

¢ To what extent, consistently with fairness and natural justice, should I treat
criticism of individuals or commercial entities (as distinct from findings of
fact) made in the Penrose Report as well founded? In particular, | have in
mind cases where similar criticisms were or could have been made in the
proceedings brought by Equitable Life against its auditors and former
directors (given the decision of Equitable Life not to pursue those
proceedings to judgment).

e Are there any individuals or commercial entities other than those identified
in my First and Second Interim Reports whose conduct in relation to
Equitable Life might be said to trigger notional apportionment? In this

& +




)*

that report). In partcular, HM Ireasury may wisn to comment on tne
representations made to me by Mr. Headdon which are found at pages 75-
89 of the bundle of correspondence which accompanied my Second Interim
Report (a copy of the relevant pages is attached for ease of reference); and
on the observations which my Office has received from Mr. lain Ogilvie of
the Office of the Parliamentary Ombudsman in an e-mail of 21 August 2009
(copy attached).

1 would be grateful if your team were able to give these matters full consideration
ahead of our meeting.

1 shall provide an update on my attempt to obtain information regarding the
disciplinary proceedings against Ernst & Young.

I shall seek a further meeting with HM Treasury to discuss my Second Interim
Report. | hope that this can take place in February. But a preliminary discussion of
the Second Interim Report at the meeting on 20 January would assist in identifying
the issues to be addressed at that later meeting and to which detailed written
comments on that report could usefully be directed.

This letter is not intended to limit the discussions on 20 January. But, if there are
other matters you wish to raise, it would assist our preparation for that meeting if
you could let my Office know in advance.

Yours sincerely
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