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Desperately Seeking Investors

* The response by investors to the London Economies guestionnaire was
pathetic. 12% response rate

* The failure of investors to engage raises serious guestions
— Do investors care?
— Are investors competent?
— Is the EC reaching informed conclusions?

* Public consultation is essential but time is of the essence
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Investor attitudes to auditor liablility

* There is a need for auditor liability reform
« Competition and choice is very important

o Capping of auditor liability will be opposed
— Audit quality impairment
— What is the right cap?
— What will happen to director indemnity insurance cover?

* Proportionate liability is fair and reasonable
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The use and abuse of ‘audit quality’ T

* There is a lack of consensus as to what ‘audit quality’ means

e 2 components:
— The quality of audit fieldwork and processes
— The quality (ie usefulness) of the audit report

» Regulatory oversight and enforcement are critical components

» But the regulatory environment must foster audit decisions based on
principles not rules
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Key points

* Investors need to get their act together and participate actively in the
public consultation

» A cap on auditor liability would weaken the standing of European capital
markets

« Audit quality is a critical component for investors - but what is ‘audit
quality’?
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Past performance is not a guide to future performance. The value of investments and any income from them may go down as
well as up and cannot be guaranteed.

Standard Life Investments Limited, tel. +44 131 225 2345, a company registered in Scotland (SC 123321) Registered Office 1 George Street Edinburgh
EH2 2LL.

The Standard Life Investments group includes Standard Life Investments (Mutual Funds) Limited, SLTM Limited, Standard Life Investments (Corporate
Funds) Limited and Standard Life Investments (Private Equity) Limited. Standard Life Investments Limited acts as Investment Manager for Standard Life
Assurance Limited and Standard Life Pension Funds Limited.

Standard Life Investments may record and monitor telephone calls to help improve customer service. All companies are authorised and regulated by the
Financial Services Authority. ©2006 Standard Life Investments. www.standardlifeinvestments.com
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