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Consumer credits – still very risky deals 

(Interim report – first half-year of 2012)

(Prague, August 7, 2012) The new act stipulating the obligations of consumer credit providers and intermediaries has been in force since January 1, 2011, but the Czech Trade Inspection Authority finds out breaches of consumer rights in the same rate not only at intermediaries, but also at creditors from the non-banking sector. In 72 of 141 controls of credit contracts and offers or of advertising on provision or intermediation of a consumer credit which were carried out within the first half-year of 2012, the CTIA inspectors found breaches of obligations stipulated by the Act on Consumer Credit or other laws. With regard to the high rate of breaches and risks of these contractual relationships concluded mostly by consumers in financial need and intermediated or offered by non-banking subjects, the CTIA has continued in its control activities also in the second half-year. 
In the period from January 1 to June 30, 2012, observance of conditions for consumer credit providers and intermediaries stipulated in the Act No. 145/2010 Coll. on Consumer Credit and on the Amendment of Certain Other Acts was monitored. In total 141 inspections were carried out at 92 intermediaries and 37 creditors, i.e. providers of consumer credit, and at 4 subjects who acted both as creditors both as intermediaries; in 3 cases it has not been found out whether the checked person acts as a provider or an intermediary of consumer credit. In 4 cases, the subjects participated only in advertising on consumer credit and in one case the investigation did not confirm a consumer’s submission to inspection because the respective company does not provide nor intermediate consumer credit. 
	Controls

	Inspectorate
	Number of controls
	With findings
	Findings in %

	
	
	Total
	145/2010*
	Total
	145/2010

	Středočeský and Prague
	25
	5
	4
	20.0%
	16.0%

	Jihočeský and Vysočina
	7
	5
	5
	71.4%
	71.4%

	Plzeňský and Karlovarský
	9
	5
	3
	55.6%
	33.3%

	Ústecký and Liberecký
	18
	5
	4
	27.8%
	22.2%

	Královéhradecký and Pardubický
	49
	30
	20
	61.2%
	40.8%

	Jihomoravský and Zlínský
	17
	9
	8
	52.9%
	47.1%

	Moravskoslezský and Olomoucký
	16
	13
	12
	81.3%
	75.0%

	Total
	141
	72
	56
	51.1% 
	39.7%


*Detected breaches of the Act No. 145/2010 Coll. on Consumer Credit
Breaches of legal regulations were found in 72 controls (51.1%), including 56 cases (39.7%) in which the Act on Consumer Credit was breached (Act No. 145/2010 Coll.). 
Detected breaches and taken actions
When it comes to the frequency of individual breaches of the Act on Consumer Credit (Act No. 145/2010 Coll.), accessories of advertisingg on consumer credit (section 4) were not provided most frequently – in 47 cases. 
In 20 cases, information about the competency of intermediaries was not provided fully, especially the information was not provided about for how many creditors the intermediary is executing the intermediation or whether the activity is executed for no creditor (section 17). 

Within 6 controls it was also found that the concluded contract did not contain all the accessories required by law (section 6 par. 1). 
Three of the checked creditors breached their obligations when they failed to provide consumers with legally required information in written form or other permanent form (section 5 par. 1). 
Breaches of the obligation to professionally consider the consumer’s ability to pay the consumer credit before the contract on the consumer credit is concluded (section 9 par. 1) were found in two cases – in one creditor and one intermediary. 
The use of unfair commercial practices was detected in 6 cases (section 5 of the Act No. 634/1992 Coll.) and there were other 6 breaches of the Act on Consumer Protection. 
Suspicions concerning breaches of the Trade Licensing Act (Act No. 45/2010 Coll.) were transferred to the appropriate trade licensing offices for further investigations because 16 of the checked subjects did not have the required trade licence for provision or intermediation of consumer credit which is a regulated trade. 
On the grounds of the detected breaches of obligations stipulated by the appropriate legal regulations, 63 fines in the total amount of 691,500 CZK were lawfully imposed to intermediaries and creditors. The highest fine imposed so far has been in the amount of 100,000 CZK and was imposed because unfair commercial practices were used when concluding consumer credit. Other fines were in the amounts of tens of thousands of Czech crowns. Some administrative proceedings have not been finished, yet, or the decisions have not come into force.
Conclusion
Results of the controls of consumer credit intermediaries and providers from the non-banking sector in the first half-year 2012 have shown that although these entities continuously gain knowledge concerning their obligations, it is necessary to pay due attention to the surveillance of the respective field. Consumers may be irreversibly damaged on their rights when intermediaries and providers of consumer credit fail to inform them correctly when offering and advertising consumer credit and when they breach information obligations in contracts on consumer credit or when they even use unfair commercial practices. These practices happen to be the reasons why consumers take financial burdens which may result in very difficult or even unbearable credit trap. This is why the CTIA will continue in its controls. 
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