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	PRESS RELEASE


Advertisements on consumer credit still deceit 

(Interim report for nine months of 2012)

(Prague, November 1, 2012) Not even two years after the Act on Consumer Credit came into force and toughened the obligations of intermediaries and providers of consumer credit it is obvious neither this legal regulation has effectively eliminated the unfair commercial practices of the intermediaries and providers of consumer credit. The findings of the Czech Trade Inspection Authority have proven that the rights of consumers are still being breached to the same extent. The CTIA inspectors still find breaches of the Act on Consumer Credit and the Act on Consumer Protection, especially the use of unfair commercial practices when offering, advertising and intermediating the consumer credit. In the first three quarters of 2012, the inspectors found breaches of the obligations as provided by the Act on Consumer Credit and the Act on Consumer Protection in more than a half of the 194 inspections carried out, i.e. in 104 subjects (53.6 %). The risk of these contract relationships concluded mostly by consumers in financial difficulties and without any financial literacy is high and therefore the Czech Trade Inspection Authority will keep paying attention to the nonbanking subjects offering, intermediating or providing consumer credit. 

In the period from January 1 to September 30, 2012, 194 controls at 129 intermediaries and 52 creditors, i.e. providers of consumer credit, were carried out in the frame of a control action focused on abidance with the legal conditions for providers and intermediaries of consumer credit resulting from the Act No. 145/2010 Coll. on Consumer Credit and on the Amendment of Certain Other Acts. Other 3 subjects operated as both intermediaries and creditors and in other cases it has not been found whether the checked person acts as a creditor or as an intermediary of the consumer credit. 
	Controls

	Inspectorate
	Number of controls 
	With findings
	Findings in %

	
	
	Total
	145/2010*
	Total
	145/2010

	Středočeský and Prague
	32
	5
	4
	15.6%
	12,5%

	Jihočeský and Vysočina
	9
	6
	6
	66.7%
	66,7%

	Plzeňský and Karlovarský
	15
	7
	5
	46.7%
	33,3%

	Ústecký and Liberecký
	25
	11
	6
	44.0%
	24,0%

	Královéhradecký and Pardubický
	71
	47
	28
	66.2%
	39,4%

	Jihomoravský and Zlínský
	22
	11
	10
	50.0%
	45,5%

	Moravskoslezský and Olomoucký
	20
	17
	15
	85.0%
	75,0%

	Total
	194
	104
	74
	53.6% 
	38,1%


*The detected breaches of the Act No. 145/2010 Coll., on Consumer Credit
Breaches of the legal regulations were detected in 104 controls in total (53.6%) including 74 cases (38.1%) in which the Act on Consumer Credit was breached (Act No. 145/2011 Coll.). 
Detected breaches and taken actions
The most frequent breach of the Act on Consumer Credit (Act No. 145/2010 Coll.) was the failure to meet the content accessories of the advertisement on consumer credit (section 4) – in 59 cases.

Twenty of the checked intermediaries of consumer credit breached the obligation to indicate the information about the scope of approval, especially for how many creditors the intermediation activities are carried out or whether the activity is carried out for no creditor (section 17). 
The concluded contract did not include the accessories as required by law (section 6 par. 1) in 7 cases in total. 
Totally five creditors breached the obligation to provide the information as required by law in written or another suitable form (section 5 par. 1).
In three cases, the inspectors found breaches of the obligation to professionally consider the consumer’s ability to pay the consumer credit in advance, i.e. before the contract is concluded (section 9 par. 1). 
Breaches of the Act on Consumer Protection were proven in 25 cases including the breaches of the ban on using unfair commercial practices (section 5 of the Act No. 634/1992 Coll.) were found in 12 intermediaries or providers of consumer credit. Other 13 findings concerned various provisions of this Act. 
In one case, breach of the Act No. 22/1997 Coll. on Technical Requirements for Products was detected. 
Numerous suspicions of breaches of the Trade Licensing Act (Act No. 45/2010 Coll.) were transferred to the appropriate trade licensing offices for further investigations. Totally 26 inspected persons did not provide the required trading licence on provision or intermediation of consumer credit which is a regulated trade. 
There were cases which were transferred to the financial authority because there was a suspicion that the inspectors were provided with acquire documents relating to products which came from a non-existent supplier. 
On the grounds of the detected breaches of obligations as provided by the appropriate legal regulations, 87 fines in the total amount of 1,050,500 CZK were lawfully imposed to intermediaries and providers of consumer credit from January 1 to September 30, 2012. 
The highest fine of the third trimester of 2012 was 190,000 CZK and was imposed to a checked company for using unfair commercial practices when concluding a consumer credit and for having breached the obligations when concluding a contract on consumer credit. Other fines rated from a thousand to a hundred thousand CZK. About a hundred administrative proceedings have not ended or the decisions have not come into force, yet. 
Submissions by consumers
Since the beginning of the year, the CTIA has received totally 145 submissions concerning consumer credit. In 12 cases, breaches of law were proven, in 11 cases not proven and 12 cases are still investigated. Other submissions concerned either an issue out of the competence of the CTIA or information requests about the conditions of the contracts on consumer credit. Consumers most frequently complained about the facts which the CTIA cannot influence, just like unfavourable contracts on consumer credit, contractual sanctions and other financial engagements which became binding after the contract was concluded for example at presentation events. 
The claims enforced by the debtor against the provider or intermediary can be decided only in court actions and not through any surveillance authority which can only fine breaches of the Act on Consumer Credit or the Act on Consumer Protection. 
Conclusion
The inspection of the intermediaries and providers of consumer credit from the nonbanking sector will continue because Christmas is coming and many presents are paid through consumer credit. The results of the controls carried out by the Czech Trade Inspection Authority in the third quarter of 2012 have repeatedly confirmed that not all intermediaries or provides act fairly. Some still search for new opportunities to avoid their legal obligations and to gain money from consumers without the must to really lend them the money. The missing information in the offers and advertising on consumer credit, breaches of the information obligations and using unfair commercial practices by the intermediaries or providers of the consumer credit from the nonbanking sector belong – together with the low financial literacy - among the reasons why consumers sometimes get stuck in a debt trap.
We recommend consumers to consider in advance whether they have serious reasons for concluding a contract on consumer credit and to consider their ability to pay. We also advise to compare the conditions of consumer credit of more creditors and to become familiar with the contract to be concluded with a selected creditor. We recommend checking the intermediaries in case the consumers want to use the offer of intermediation of a consumer credit and to be watchful in case that they want to conclude a contract on consumer credit via telephone. Instead of the consumer credit they may receive a high bill after being redirected to a telephone line of a high tariff. 
Further information can be found on the website of the CTIA www.coi.cz or at the communication department of the CTIA. 
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