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1. Summary of petition 

The petitioner is of the opinion that the British government has failed to implement Directive 

2008/48/EC on competition and consumer rights. He explains that British legislation has been 

drafted with the assistance of private investment bankers in preparation for the sell-off of a 

student loans pot that is estimated to be worth £55bn by 2020. Whilst the headline interest 

rate of British student loans may be lower than most alternatives, the Student Loans Company 

has hidden the compound interest payable on student loans and does not provide even the 

most basic 'demands and needs' assessment of the borrower, rendering the loans repayments, 

in many instances, unsustainable. In addition, the deregulation of the Student Loans Company 

provides it with an unfair market advantage over other lenders. The petitioner insists that the 

British government has implemented the Directive in a way that entirely deregulates the 

Student Loans Company, which regards itself as an emanation of the state. The petitioner 

further explains that the Directive came into force on 23.04.08 and Member States had until 

11.06.11 to implement the Directive. The British bill that implemented the Directive and 

stripped consumer credit protection from student loans had its first reading in the British 

Parliament on 08.11.07 and received Royal Ascent on 21.07.08. That means in the petitioner’s 

opinion that the UK bill (Sale of Student Loans Act 2008 s.8) had been drafted before or 

simultaneously to the Directive. The petitioner stresses that within weeks the British 

government began to remove the Consumer Credit Act and FSMA protection for student 

loans. Following the implementation of UK Statutory Instrument 447/2015, from 30.06.15 

onwards, the Student Loans Company  is also exempt from the previous requirement for FCA 

registration. The petitioner believes that it cannot have been the intention of the European 

Parliament to leave British students with no protection as a means of making the sell-off of 

the British student loans pot more attractive to private investment banks. The petitioner 

requests that the Commission initiate infringement proceedings to address the failure by the 

British government to implement the Treaties, underlining that the British implementation of 

the Directive violates both EU competition law and EU consumer rights. Alternatively, the 
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petitioner requests that the Commission investigate whether the Directive itself is defective 

for the same reasons. 

2. Admissibility 

Declared admissible on 31 May 2017. Information requested from Commission under Rule 

216(6). 

3. Commission reply, received on 30 August 2017 

As a preliminary remark, it should be noted that the purpose of Directive 2008/48/EC on 

credit agreements for consumers is to harmonise certain aspects of the laws, regulations and 

administrative provisions of Member States concerning agreements covering credit for 

consumers (Art.1). Therefore, this Directive does not regulate issues related to competition, as 

the petitioner seems to suggest. The Directive does not regulate all aspects of credit 

agreements. Article 2 of Directive 2008/48/EC determines its scope. The obligation on 

Member States to implement the provisions of this Directive is therefore limited to its scope. 

Where no such harmonised provisions exist, Member States should remain free to maintain or 

introduce national legislation. 

 

Directive 2008/48/EC applies to credit agreements, as defined in its Article 3 c), that is, to 

agreements whereby a creditor grants or promises to grant to a consumer credit in the form of 

a deferred payment, loan or other similar financial accommodation. However, as the petitioner 

points out, there are some credit agreements which have been excluded from the scope of the 

Directive, despite the fact that they correspond to the definition of its Article 3 c). In 

particular, as regards the subject matter of the petition, it should be noted that, according to 

Article 2.2 l), "credit agreements which relate to loans granted to a restricted public under a 

statutory provision with a general interest purpose, and at lower interest rates than those 

prevailing on the market or free of interest or on other terms which are more favourable to the 

consumer than those prevailing on the market and at interest rates not higher than those 

prevailing on the market" are excluded from the scope of the Directive. If a type of credit 

agreement is excluded from the scope of the Directive, this means that Member States are in 

principle free to regulate it as they wish (provided that that regulation does not violate other 

provisions of EU legislation), or not to regulate it at all.  

 

The petitioner complains about the fact that the UK legislator has excluded student loans from 

the scope of legal provisions implementing the provisions of Directive 2008/48/EC in the UK, 

leading to a deregulation of student loans. To determine whether this exclusion of student 

loans is contrary to the provisions of Directive 2008/48/EC, it is necessary to analyse, based 

on the information available, whether these student loans meet the requirements of Article 2.2 

l).  

 

To be covered by the exclusion of Article 2.2 l) of Directive 2008/48/EC, credit agreements 

must meet the following requirements: 

 

a) They must relate to loans granted to a restricted public under a statutory provision with a 

general interest purpose. It is clear that student loans have to be granted to a restricted public, 

students. These student loans have been set by a statutory provision with a general interest 
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purpose, in our view the section 22 of the Teaching and Higher Education Act 1998 (c. 30) 1. 

It seems therefore that UK student loans meet this first requirement. 

 

According to the said section 22, paragraph (1), 

 

(1) Regulations shall make provision authorising or requiring the arrangements for Secretary 

of State to make grants or loans, for any prescribed purposes, giving financial support to 

eligible students in connection with their attending to (a) higher education courses, or (b) 

further education courses, which are designated for the purposes of this section by or under 

the regulations. 

 

b) These loans must be granted at lower interest rates than those prevailing on the market or 

free of interest or on other terms which are more favourable to the consumer than those 

prevailing on the market and at interest rates not higher than those prevailing on the market.  

 

From the information available to the Commission, it is clear that UK student loans are not 

free of interest. However, it seems that these loans are indeed granted at lower interest rates 

than those prevailing on the market, as the petitioner acknowledges that the headline interest 

rates of UK student loans are lower than most alternatives.  

 

Indeed, according to paragraph (4) of the section 22 of the Teaching and Higher Education 

Act 1998, in relation to loans under this section 

(a) the rates prescribed by regulations made in pursuance of subsection (3)(a) 

(i) shall be no higher than those which the Secretary of State is satisfied are required to 

maintain the value in real terms of the outstanding amounts of such loans, and (ii) shall at no 

time exceed the specified rate for low interest loans (…); 

 

On the basis of the considerations above, it appears that the student loans mentioned by the 

petitioner would meet the requirements of Article 2.2 l) of Directive 2008/48/EC, and 

therefore would be excluded from the scope of application of this Directive, being subject 

only to national legislation. National authorities should in any event monitor these loans to 

ensure that they continue to meet the conditions allowing their exclusion from the scope of 

Directive 2008/48/EC, in particular that these student loans are granted at lower interest rates 

than those prevailing on the market, or on other terms which are more favourable to the 

consumer than those prevailing on the market and at interest rates not higher than those 

prevailing on the market. Member States could also decide to maintain or introduce national 

legislation corresponding to the provisions of Directive 2008/48/EC or certain of its 

provisions to credit agreements outside the scope of this Directive, such as the student loans 

mentioned by the petitioner. 

 

Conclusion 

 

In principle, the exclusion of student loans meeting the requirements of Article 2.2 l) of 

Directive 2008/48/EC from the scope of application of the national provisions implementing 

this Directive does not seem to be contrary to it. For this reason, the Commission does not 

have sufficient grounds to initiate infringement proceedings against the UK with the 

                                                 
1 As it currently stands in https://www.legislation.gov.uk/ukpga/1998/30/section/22 

 

https://www.legislation.gov.uk/ukpga/1998/30/section/22


PE610.665v01-00 4/4 CM\1134288EN.docx 

EN 

information available. However, national authorities should ensure that these loans always 

meet the conditions allowing their exclusion from the scope of Directive 2008/48/EC, in 

particular that these loans are granted at lower interest rates than those prevailing on the 

market or on other terms which are more favourable to the consumer than those prevailing on 

the market and at interest rates not higher than those prevailing on the market. In addition, in 

order to increase the protection of these borrowers, Member States could also decide to apply 

national legislation corresponding to the provisions of Directive 2008/48/EC or certain of its 

provisions to these credit agreements, despite the fact that they fall outside the scope of the 

Directive.  

 

 


