
CM\794577EN.doc PE430.516

EN United in diversity EN

EUROPEAN PARLIAMENT 2009 - 2014

Committee on Petitions

26.10.2009

NOTICE TO MEMBERS

Subject: Petition 0570/2009 by G. D. (Maltese), on the nationalisation of the Northern 
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1. Summary of petition

The petitioner criticizes the nationalization of the Northern Rock Bank by the United 
Kingdom Government, considering that this violated the rights of ordinary shareholders such 
as himself. The petitioner admits that the bank was passing through difficult times and that it 
had benefited from governmental financial support. He considers, however, that when 
deciding to nationalise Northern Rock, the UK authorities were wrong to discard two 
proposals coming from the private sector. According to the petitioner, the shareholders of 
Northern Rock had been treated in a discriminatory manner in comparison with those of other 
banks which benefitted from public funds, such as Lloyds Bank, Halifax Bank of Scotland or 
the Royal Bank of Scotland.  The petitioner maintains that the asset holders in those banks 
still enjoy private ownership rights as their shares are still traded, while in the case of 
Northern Rock the government preferred to have the shares valued by an independent body. 
He asks the European Parliament to look into the matter.

2. Admissibility

Declared admissible on 13 July 2009. Information requested from Commission under Rule 
202(6).

3. Commission reply, received on 26 October 2009.
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The petitioner argues that the legal provisions relating to the valuation of Northern Rock 
assets violated his rights as an EU citizen to a fair compensation in respect of private assets 
taken over by a Sovereign state.

The Commission’s comments on the petition 

It might be noted that the European Court of Justice has concluded in the past (e.g. Case C-
367/98, Commission v Portugal and Case C-483/99 Commission v France) that state 
measures liable to impede the acquisition of shares in undertakings and dissuade investors in 
other Member States from capital investments may render the free movement of capital 
illusory and thus constitute a restriction on movements of capital within the meaning of 
Article 56 of the EC Treaty.  An expropriation of shares could thus be considered as a 
restriction in the sense of this Article.

However, it has consistently been the Commission's position on capital movement 
infringements that the basic choice of private versus public ownership is, by virtue of Article 
295 EC, a matter for Member States.  A decision to nationalise a company will, by its nature, 
preclude private investment, both domestic and foreign.  In the case of Northern Rock, public 
ownership was eventually decided on after alternative proposals were considered.  There is no 
requirement under Article 295 for a Member State to prove that other proposals would not 
have been viable or that the company was no longer an ongoing concern.  

There is a clear general interest in ensuring the fundamental stability of the financial system.  
In the case of Northern Rock, this involved a run on a bank in September 2007, reportedly the 
first in the UK for over a century, and a state guarantee to depositors of £25 billion.  Had this 
guarantee not been provided, the bank would have been placed in administration and arguably 
for shareholders the result would have been that shares in the company would have been 
worthless.  The continuing situation posed clear risks to financial stability and consumer 
protection and could accordingly be justified on a continuous basis on imperative general 
interest grounds.

Furthermore, the Commission notes that the petitioner does not allege any discrimination 
between domestic and foreign shareholders.

On the petitioner's final allegation that he is entitled to fair compensation and that the 
valuation of Northern Rock shares violated this and his rights as an EU citizen, the 
Community system is clear.  While nationalisation is permitted, compensation for any such 
measure, which may involve expropriation, is a matter for national courts.  Any subsequent 
claims after domestic claims have been exhausted would rely on human rights law in the 
European Court of Human Rights in Strasbourg rather than on EC law.

Conclusion

The British Government did not breach EC law in the nationalisation of Northern Rock.


