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1. The Penrose Report & Accuracy of Tables

You have raised an issue mentioned by your actuarial advisors concerning a potential
inaccuracy in the figures used in the Penrose Report. The Government can confirm that this
refers to table 6.3 of the report, which can be found at page 204. The figure of £6,976m given-
for Non-profit & Unit-linked liabilities [B] in 1998 is overstated by £1bn. Correspondingly, the
amount of With-profits available assets [C] for 1998 is understated by £1bn, and the deficit
shown in the Unfunded policy value position [E] should be lower by £1bn, at £1,200m: The
percentage shown in the final column [F] should also have been lower, at 105%.

It was this inaccuracy to which the Government alluded in paragraph 269 of its response to the
statement of complaint, reproduced at page 126 of Part four of the Ombudsman’s report.

2. Heads of Relative Loss (paras 3.1 - 3.3/3.4)

You invited further comments on the issue of whether those policyholders who have been
found by the Ombudsman to have suffered injustice resulting from the maladministration which
is the subject of the Fourth or the Sixth Findings include those who have suffered loss only
under Head B (the loss suffered as a result of the weakened financial position of the Society
because it did not take steps that it would have taken had regulatory intervention been
threatened or made). As you know, in my letter dated 17 July | had referred to the fact that the
Ombudsman frequently made findings focussing on the content of the Society's returns. The
Govemment's further views are set out below.
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