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NOTICE TO MEMBERS

Subject: Petition 0345/2011 by Anthony Craven (British), on behalf of "National
Support Group for victims of failed home income plans", on failure to obtain 
compensation for flawed home income plans marketed mainly by British 
Building Societies in the late 1980's

1. Summary of petition

The petitioner has been trying to obtain compensation for victims of ill-conceived home 
income plans marketed in the 1980s.

2. Admissibility

Declared admissible on 28 June 2011. Information requested from Commission under Rule 
202(6).

3. Commission reply, received on 30 September 2011

The petition deals with home income plans in the UK. According to the UK Financial 
Supervisory Authority's (FSA) web site, such a plan consists of a lifetime mortgage. The 
borrowed money is then used to buy a regular fixed income for life (an annuity). This income is 
used to pay the interest on the mortgage and the rest can be used by the borrower. There were a 
lot of incidents of misselling of home income plans in the 1980s and due to the economic 
climate, many investments fell, while debts rose. Consequently, consumer indebtedness 
increased. Lifetime mortgages have only been regulated by the FSA since 31 October 2004.

The petitioner has previously petitioned the European Parliament twice in relation to home 
income plans: petition 733/1999 (referred to in the new petition) and petition 179/2006 (not 
mentioned in the new petition).
In the response to Petition 733/1999, the Commission stated that "the Community has no direct 
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competence to intervene since these fall under the competence of the Member States. Specific 
complaints should therefore be addressed to the competent authorities in the Member States 
concerned." In the response to Petition 179/2006, the Commission stated "at present Member 
States remain responsible for customer protection related to mortgages….the Commission 
services consider that the petition of Mr Craven does not show any breach of Community law."
According to the petitioner, successive UK governments have stated that they were unwilling to 
go beyond the protection offered by the Financial Services Act 1986. He argues that the 
building societies who sold these products have also not helped the victims of the home income 
plan sales. He asks for these injustices to be righted and compensation to be paid. He further 
asks the Commission to provide an updated response.

The Commission's observations

The issue at stake is not covered by EU law. There is no EU secondary legislation dating back 
to 1989 that would have applied. In particular, EU banking law1 has never governed the 
conduct of banks towards customers since it does only deal with prudential supervision. 

The Commission in 2001 has adopted a Recommendation2 laying down guidelines on 
standardized information to be made available to consumers concerning mortgages. The aim of 
the guidelines was to make it easier for consumers to compare loan products available from 
different lenders, including lenders from another Member State, and so allow consumers to 
make an informed choice. The guidelines incorporated in the Recommendation were agreed in 
the form of a Voluntary Code of Conduct between the mortgage-lending industry and consumer 
groups. 
In March 2011, the Commission further adopted a proposal for a directive on credit agreements 
relating to residential property3. This proposal aims to give borrowers a higher level of 
protection through a series of measures dealing with the period before contract signature: rules 
concerning advertising, pre-contractual information, the provision of explanations and advice, 
the correct assessment of the borrower's creditworthiness, and a right to early repayment. The 
proposal further aims to ensure that all institutions involved in the origination and distribution 
of mortgage credit to consumers are adequately regulated and supervised.

The proposal does however exclude equity release products which are repaid through the sale of 
the property, for example when the owner dies or moves into care as many of the current 
provisions in the proposal are not relevant or applicable for such products. Furthermore, the 
content of proposals does not normally apply retroactively. The proposal is also currently 
subject to negotiations between the European Parliament and the Council.
Member States therefore currently remain fully responsible for all customer protection related 
to mortgages.

                                               
1 Directive 2006/48/EC of the European Parliament and of the Council of 14 June 2006 relating to the taking up 
and pursuit of the business of credit institutions and Directive 2006/49/EC of the European Parliament and of the 
Council of 14 June 2006 on the capital adequacy of investment firms and credit institutions.
2 Commission Recommendation 2001/193 of 1 March 2001 on pre-contractual information to be given to 
consumers by lenders offering home loans. For more information refer to the Commission's website on 
http://ec.europa.eu/internal_market/finservices-retail/home-loans/code_en.htm.
3 COM 2011 (142).
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Conclusions

At present Member States remain responsible for all customer protection related to mortgages. 
Once the proposal for a directive on credit agreements relating to residential property has been 
adopted, Member States will be responsible for transposing those areas covered by the directive 
into national law. For areas not covered by the directive, national law will continue to apply.
The Commission considers that this petition does not show any breach of EU law.


