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	PRESS RELEASE


Consumer credit – flaws in both advertising and contracts

(Partial report of 1st quarter of 2014)

(Prague, June 4, 2014) Results of inspections focused on intermediaries and providers of consumer credit proved high ratio of shortcomings concerning obligations stemming from the Act on Consumer Credit as well as other laws. During 1st quarter, in total 65 inspections were carried out, including 78.5% of cases in which inspectors detected violations of law. Other inspections are still in progress. The total of 49 fines amounting to 2,917,500 CZK was lawfully imposed in the respective period. The most frequent flaws still are the following: breaches of content of advertising on consumer credit, incomplete information provided by intermediaries about extent of their activities as well as the fact that contracts fail to contain information determined by law and other requirements. With regard to numerous shortcomings, inspection of consumer credit will still be one of the most supervised areas of market surveillance. 
From January 1 to March 31, 2014, 65 inspections at 47 legal and 18 physical persons were carried out within an action aimed at compliance with conditions stemming to providers and intermediaries of consumer credit from the Act No. 145/2010 Coll. on Consumer Credit. 38 cases concerned intermediaries and 19 cases providers of consumer credit (debtors); other 8 inspected persons didn’t directly participate in provision or intermediation of consumer credit but provided related services. 
	Inspections of consumer credit (1st quarter 2014)

	Inspectorates
	Number of inspections
	Inspections with findings
	Detected breaches in %

	
	
	Total
	145/2010*
	Total
	145/2010*

	Středočeský and Prague
	20
	16
	13
	80.0%
	65.0%

	Jihočeský and Vysočina
	3
	1
	1
	33.3%
	33.3%

	Plzeňský and Karlovarský
	5
	4
	2
	80.0%
	40.0%

	Ústecký and Liberecký
	8
	3
	2
	37.5%
	25.0%

	Královéhradecký and Pardubický
	13
	12
	10
	92.3%
	76.9%

	Jihomoravský and Zlínský
	6
	6
	6
	100.0%
	100.0%

	Moravskoslezský and Olomoucký
	10
	9
	7
	90.0%
	70.0%

	Total
	65
	51
	41
	78.5%
	63.1%


*) Act No. 145/2010 Coll. on Consumer Credit
Partial results of the 1st quarter of 2014 show that 51 inspections, within which violations of legal regulations were detected, stand for 78.5% of the total number of 65 inspections. Violations of the Act No. 145/2010 Coll. on Consumer Credit were detected within 41 inspections, i.e. 63.1% of all inspections. 
The inspections also concerned investigations of consumers’ submissions related to offering, mediation and provision of consumer credit. CTIA received 77 such submissions in total during the 1st quarter. Besides information requests the queries concerned dissatisfaction with the way intermediaries acted, requests for review of particular contracts or APR rate. Consumers also pointed at deceitful commercial practices and even fraudulent behaviour or unfair commercial practices used within negotiations of contracts on mediation or provision of a credit. Within investigations of these submissions inspectors detected breaches of obligations in 16 cases; in 7 cases the respected shortcoming was not detected; 6 submissions were transferred to other authorities. In 42 cases, required information was provided or inspectors answered that the subject of submission was out of CTIA’s scope of surveillance. Other cases were investigated in the respective period. 

Detected violations of the Act on Consumer Credit 
The following provisions of the Act No. 145/2010 Coll. on Consumer Credit were breached most frequently: 

· section 4: breaches of required content of advertising on consumer credit were detected in 24 cases;
· section 17 par. 1: in advertising on consumer credit, an intermediary didn’t provide data concerning extent of his competence, namely for how many creditors he exercised mediation activities or that he didn’t execute such activity for any creditor – detected in 12 cases; 

· section 6 par. 1: shortcomings concerning provision of information in consumer credit contracts were proven in 6 cases when inspected contracts didn’t contain legally required information or such information was provided incorrectly; 
· section 17 par. 2: flaws related to the mediation of consumer credit, i.e. cases when consumer shall pay for the services of an intermediary of consumer credit and the intermediary shall not demand the payment before he informs the consumer in writing or on any other permanent data carrier about the result of his mediation activity, namely about the statement of all creditors who he negotiated with within the mediation activity – 3 cases;
· section 5: violations of the obligation to provide the consumer with pre-contractual information and to explain it properly – 2 findings;
· section 9 par. 1: before conclusion of consumer credit contracts the creditors failed to assess consumers’ ability to pay consumer credit in 2 cases;
· section 11 par. 3: creditor demanded fulfilment beyond the law after consumer withdrew from the contract in 1 case;
· section 15 par. 1: violations of conditions of early repayment of consumer credit was detected in 1 case
· section 18 par. 1: prohibition to use bill of exchange or cheque for securing of repayment of consumer credit was violated in 1 case;
· section 18b: prohibition to use phone number with higher than usual tariff when offering, negotiating or mediating of consumer credit through voice communication on the phone, textual or multimedia news was breached in 1 case.
Other violations of generally binding legal regulations
Within inspections of the monitored period, inspectors also detected violations of the Act No. 634/1992 Coll. on Consumer Protection: 3 breaches of the prohibition to use unfair commercial practices, 8 breaches of other provisions of this legal regulation (failure to provide prices of offered products and provided services, correctness of billing and so forth). 
Violations of the Act No. 455/1991 Coll., the Trade Licensing Act, (section 10) were detected in 3 cases when inspected persons didn’t have any trade license for regulated trade – provision or mediation of consumer credit, and in 1 case the workplace was not marked with required information (section 17 par. 4). 
The Act No. 255/2010 Coll. on State Control was breached by 4 inspected persons who failed to provide necessary cooperation to inspection employees. 
Imposed measures and sanctions
Based on detected violations of legal regulations within the inspection competence of the Czech Trade Inspection Authority, 49 fines amounting to the total of 2,917,500 CZK came into force in the period from January 1 to March 31, 2014. 
40 fines totalling to 2,825,000 CZK were imposed for breaches of the Act No. 145/2010 Coll. on Consumer Credit, and 5 fines amounting to 57,500 CZK concerned violations of the Act No. 634/1992 Coll. on Consumer Protection. Two cumulative fines amounting to 7,000 CZK were imposed for simultaneous violations of the both mentioned laws. 2 fines amounting to the total of 28,000 CZK were imposed for violations of other legal regulations. 
Conclusion
Results of inspections carried out in the first quarter of 2014 proved that shortcomings persist concerning fulfilment of obligations stemming from the Act on Consumer Credit at both intermediaries and providers of consumer credit. Before conclusion of a contract consumers don’t receive all data necessary to make a responsible decision. For consumers with average financial literacy conditions of credit contracts are very difficult to read, to compare offers of various creditors and to check whether all is correct. This leads to numerous misunderstandings and subsequent consumers’ dissatisfaction with these financial products. With regard to high ratio of findings by the Czech Trade Inspection Authority and numerous queries and submission from consumers, inspections focused on consumer credit will still remain one of the most important areas of market surveillance. 
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