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	PRESS RELEASE


Advertised offers for consumer credit are still deceitful 

(Partial report for the 2nd quarter of 2013)

(Prague, July 30, 2013) Results of inspections focused on compliance with the Act on Consumer Credit by non-banking subjects are alarming. In comparison with the 1st half of 2012, there was an increase in the number of inspections, but also in the number of findings, by 14%. During the 1st half of 2013, the Czech Trade Inspection Authority carried out 172 inspections in total, and discovered a breach of obligations in 114 cases, i.e. 66.3% of cases. In total, 46 fines amounting to almost 4 million CZK were imposed, while other administrative procedures have not yet been concluded. “Most often, mediators or creditors deceive consumers through advertisements offering them consumer credit. Therefore, we used options provided by law, and we increased the imposed financial sanctions because low fines were not effective in reducing transgressions,” commented Vladimír Velčovský, Director General of CTIA, regarding sanctions imposed mainly during the 2nd quarter which exceeded 3 million CZK.   
In the period of April 1 to June 30, 2013, within inspection activity focused on compliance with conditions resulting for providers and intermediaries of consumer credits from the Act No. 145/2010 Coll., on Consumer Credit, 102 controls were carried out in total. Legal entities were inspected in 70 cases and physical entities were inspected in 32 cases. Out of this number, 59 persons operated as intermediaries, 40 persons operated as providers of consumer credit (creditors), and 3 inspected persons only provided services and mediation or they did not directly participate in the provision of consumer credit.  

	Results of inspections in 2nd quarter – consumer credit 

	Inspectorate
	number of inspections
	inspections with findings 
	discovered violations in%

	
	
	in total
	145/2010*
	in total
	145/2010*

	Středočeský and Prague
	20
	11
	11
	55.0%
	55.0% 

	Jihočeský and Vysočina
	7
	2
	2
	28.6%
	28.6% 


	Plzeňský and Karlovarský
	25
	21
	17
	84.0%
	68.0%

	Ústecký and Liberecký
	11
	3
	2
	27.3%
	18.2%

	Královéhradecký and Pardubický
	13
	10
	5
	76.9%
	38.5%

	Jihomoravský and Zlínský
	11
	10
	10
	90.9%
	90.9%

	Moravskoslezský and Olomoucký
	15
	14
	9
	93.3%
	60.0%

	In total
	102
	71
	56
	69.6%
	54.9%


*violation of the Act No. 145/2010 Coll., on Consumer Credit 
The outline above shows that out of 102 inspections, 71 inspections (i.e. 69.6%) discovered a breach of generally binding legal regulations. A breach of the Act No. 145/2010 Coll., on Consumer Credit, was discovered within 56 inspections (i.e. 54.9%). 

Discovered violations and sanctions 
In the second quarter of 2013, 25 fines amounting to 3,293,000 CZK were lawfully imposed based on detected breaches of generally binding legal regulations within the surveillance competence of the Czech Trade Inspection Authority. Out of these, 14 fines amounting to 918,000 CZK concerned the breach of the Act on Consumer Credit, and 7 fines amounting to 2,295,000 CZK concerned the breach of the Act on Consumer Protection. 

· Violation of the Act on Consumer Credit:

In terms of frequency, violations of the content requirements of advertising for consumer credit (section 4) were the most frequent – discovered in 41 cases. 
In 12 cases, intermediaries breached the obligation to provide, within advertising and documentation designed for consumers, the information on the scope of their authorization, mainly on how many creditors the mediating activity was carried out for or if this activity was not carried out for any creditor (sections 17 and 17a). 
Furthermore, shortcomings were found in contracts concluding a mediation of consumer credit. Inadequacies in provision of information within contracts mediating consumer credit were discovered in 8 cases, and in 4 cases pre-contract information was not provided and it was not duly explained to consumers. In 3 cases, inspectors discovered that creditors did not sufficiently consider the consumers’ ability to pay off the consumer credit. The use of a phone number with a higher than common tariff was discovered in 2 cases, and in 1 case, a creditor used a bill of exchange to secure the payment of consumer credit. 

· Other discovered violations: 

A violation of the prohibition to use unfair commercial practices was discovered in 9 cases within the inspections, and a violation of other regulations of the Act on Consumer Protection was discovered in other 16 cases. 

Inspections within the monitored period also discovered 17 cases of a breach of Act No. 455/1991 Coll., the Trade Licensing Act (section 10), where in the inspected persons did not have the required trade licence for the regulated trade – provision or mediation of consumer credit. These findings were submitted to further investigation by respective trade licensing offices. 

Conclusion
Results of inspections confirmed the persistence of inadequacies in fulfilling obligations resulting from the Act on Consumer Credit, mainly within the offer of consumer credit or its intermediation. The findings concerned advertising through web pages, press and fliers, since it is mainly this form of advertising of consumer credit providers that often lacks the mandatory information. Therefore, the Czech Trade Inspection Authority will still pay increased attention to advertising offering the mediation or provision of consumer credit in the following period. Inspectors will continue to control the authorization for operation of the regulated trade – provision or mediation of consumer credit, because they continually discover that some subjects do not fulfil the conditions stipulated by the Trade Licensing Act and they run the business of mediation and provision of consumer credit without authorization. Compliance with the Act on Consumer Credit will remain under permanent control because it presents a socially sensitive issue and this method of financing is used mainly by consumers that find themselves in financial trouble.     
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