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	PRESS RELEASE


Beware of conditions of credit contracts and deceitful practices
(Continuous report of third quarter of 2013)

(Prague, November 19, 2013) CTIA carried out 79 inspections at providers and intermediaries of consumer credit in non-banking sector. Inspectors detected breaches of legal regulations in 45 cases, including 31 cases of violations of one or more provisions of the Act on Consumer Protection. Most shortcomings related to advertisements on provision of consumer credit and prohibited use of deceitful commercial practices. A total of 6 inspected subjects provided or mediated consumer credit without the appropriate trade licence. CTIA imposed sanctions exceeding 800,000 CZK and breaches of the Trade Licensing Act were transferred to appropriate trade licensing offices. Inspections will continue as scheduled till the end of the year. 
In the period of July 1 to September 30, 2013, compliance with requirements of the Act No. 145/2010 Coll. on Consumer Credit was checked within 79 inspections of providers and intermediaries of consumer credit. Legal entities were inspected in 59 cases and private entrepreneurs in 20 cases. There were 53 persons acting as intermediaries of consumer credit, and 21 persons acting as consumer credit providers – creditors. Other 5 subjects provided other advertising services – e.g. offering space for advertisements in the press – and did not directly take part in mediation or provision of consumer credit.  
	Inspection results – consumer credit (3rd quarter of 2013)

	Inspectorate
	Number of inspections
	Inspections with findings
	Detected breaches in %

	
	
	Total
	145/2010*
	Total
	145/2010*

	Středočeský and Prague
	17
	4
	4
	23.5%
	23.5%

	Jihočeský and Vysočina
	9
	8
	7
	88.9%
	77.8%

	Plzeňský and Karlovarský
	5
	5
	3
	100.0%
	60.0%

	Ústecký and Liberecký
	11
	4
	4
	36.4%
	36.4%

	Královéhradecký and Pardubický
	20
	14
	4
	70.0%
	20.0%

	Jihomoravský and Zlínský
	9
	4
	3
	44.4%
	33.3%

	Moravskoslezský and Olomoucký
	8
	6
	6
	75.0%
	75.0%

	Total
	79
	45
	31
	57.0%
	39.2%


*) Act No. 145/2010 Coll., on Consumer Credit
Out of the total number of 79 inspections, breaches of generally binding legal regulations were detected in 45 cases, i.e. 57%, including 31 inspections (39.2% of all cases) in which breaches of the Act on Consumer Protection were detected. 

In the third quarter, the Czech Trade Inspection Authority received a total of 77 submissions from consumers. Inspections based on these submissions resulted in detection of 11 violations of generally binding legal regulations. 13 suggestions are still under investigation and 5 submissions were transferred to appropriate authorities as they were out of scope of the CTIA. 

Detected breaches and imposed sanctions
Breaches of the Act No.145/2010 Coll. on Consumer Credit:

· Most frequent were breaches of content  of advertisement of consumer credit (section 4) that were detected in 19 cases;
· In 6 cases, in an advertisement the intermediary failed to provide data on extent of his competencies, namely for how many creditors he worked or that he didn’t carry out activities for any creditor – sections 17 and 17a;
· Shortcomings within provision of information in contracts on conclusion of consumer credit were detected in 4 cases – breaches of section 6;

· In 1 case there was a breach of the obligation to provide consumer with pre-contractual information and to explain such information adequately – section 5;
· In 2 inspection cases, creditors did not assess consumer’s ability to repay consumer credit with appropriate professional care – section 9;
· Use of telephone number with higher than common tariff was detected in 4 cases (section 18b);
· In 1 case, inspectors detected provision of consumer credit which was in obvious contradiction with the value of secured claim (section 18a).

Other violations of generally binding legal regulations
· In 12 cases, breach of the prohibition to use deceitful practices – section 5 of the Act No. 634/1992 Coll. on Consumer Protection – and in other 6 cases, inspected persons allowed breaches of other provisions of the above mentioned Act;
· Breach of the Act No. 64/1986 Coll. on Czech Trade Inspection Authority was detected in 1 case;
· Breaches of the Act No. 455/1991 Coll., Trade Licensing Act, were detected in 6 cases in which inspected persons didn’t hold the appropriate trade licence for regulated trade, this namely concerned provision or mediation of consumer credit (section 10). These cases were transferred to further investigations by appropriate trade licensing offices. 
· Reasonable suspicion about deceitful advertisement in 1 inspection case was transferred for further investigations to Prague City Assembly.
In the third quarter of 2013, based on detected breaches of generally binding legal regulations within surveillance competence of the Czech Trade Inspection Authority 49 fines amounting to the total of 824,000 CZK were lawfully imposed. 39 of these particular fines amounting to the total of 574,000 CZK were imposed for violations of obligations stipulated in the Act on Consumer Credit. Eight fines amounting to 230,000 CZK were imposed for breaches of the Act on Consumer Protection and two fines amounting to 20,000 CZK related to infringements of other generally binding legal regulations 

Conclusion
Inspection results confirmed that within the monitored period shortcomings persisted concerning fulfilment of obligations by non-banking intermediaries and providers of consumer credit stemming from the Act on Consumer Credit and other legal regulations. Inspectors detected breaches of obligations not only within offer or mediation of consumer credit through advertisement on websites, in press and leaflets, but also within provision of pre-contractual information as well as in contracts in which consumer credit is concluded. 
In the upcoming period, CTIA inspectors will pay attention to inspection of trade licenses, i.e. the licence to regulated trade – provision or mediation of consumer credit – because cases of illegal commercial activities are repeatedly being detected in the area of mediation and provision of consumer credit. 
Recommendation to consumers
- Consider whether selected credit is necessary and whether the required amount is needed – ill-judged loans for presents or vacation are an easy way to a debt trap!
- If credit is the only way of receiving money or the only mean of payment, select carefully among offers of credit companies – information of credit providers aren’t always clear and may fail legal requirements! 

- To get a loan, don’t use telephone numbers with higher than usual tariff rate – i.e. numbers beginning with 90... Instead, you could receive only a high telephone bill!
- Before concluding a contract, require the following information in advance: type of credit, information about credit provider of intermediary, total amount, and conditions of drawdown, time period and all information concerning payments, total amount paid (meaning how much higher amount will be paid in the end), annual percentage rate, all related fees and costs, conditions in case of late payment, required collateral, right for early repayment and right for withdrawal from the contract. 
- Don’t forget to read contract on consumer credit before signing it! 

- You can withdraw from the contract on consumer credit or on intermediation without giving any reason within 14 days from the conclusion. Credit provider has the right to refund of the amount loaned as well as certain fees. 
- If you repay the credit in advance, you have the right for proportional reduction of total costs of the consumer credit. Compensation for early repayment of the credit is determined by law and shall not exceed 1% of the early repaid amount. 
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