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	PRESS RELEASE


Credit: Law breached most frequently in online advertising
(Final report – year 2014)

(Prague, April 3, 2015) The field of provision of consumer credit within the non-banking sector belongs among long-term priorities of the Czech Trade Inspection Authority because this segment of the market is very risky as it endangers financial interests of large groups of both potential and real debtors. In 2014, violations of the Act on Consumer Credit were detected in more than a half of 269 cases of inspections. Inspected subjects were imposed 160 fines amounting to more than 7 million CZK. “Shortcomings were most frequently discovered in the field of advertising on mediation of consumer credit. Especially advertisements offering consumer credit via various websites frequently failed to comply with requirements of law and consumers who were interested in such credits were not allowed to learn information important for their further decision. Consumers who consider conclusion of credit with a non-banking creditor should carefully consider information provided in advertising and they shouldn’t underestimate conditions of mediation or provision of credit. They should know the “price of the loan”, i.e. the total amount to be paid for the credit. They should carefully read terms and conditions and check them by all possible means before they sign any contract,” recommends Mojmír Bezecný, the Director General of the Czech Trade Inspection Authority. 
In the period from January 1 to December 31, 2014, in total 269 inspections were carried out within an inspection project focused on compliance with conditions stemming to providers and intermediaries of consumer credit from the Act No. 145/2010 Coll. on Consumer Credit. Legal persons were inspected in 205 cases and physical persons in 64 cases. 176 persons acted as intermediaries of consumer credit and 67 acted as providers of consumer credit, i.e. creditors and 26 inspected subjects were not directly involved in provision or mediation of consumer credit, but only provided services. 

	Consumer Credit – 2014

	Inspectorate
	Number of inspections
	Inspections with findings
	Detected breaches in %

	
	
	Total
	credits*
	Total
	credits**

	Středočeský and Prague
	63
	40
	24
	63.5%
	38.1%

	Jihočeský and Vysočina
	26
	14
	14
	53.9%
	53.9%

	Plzeňský and Karlovarský
	33
	27
	16
	81.8%
	48.5%

	Ústecký and Liberecký
	23
	8
	6
	34.8%
	26.1%

	Královéhradecký and Pardubický
	47
	43
	27
	91.5%
	57.5%

	Jihomoravský and Zlínský
	43
	36
	32
	83.7%
	74.4%

	Moravskoslezský and Olomoucký
	34
	32
	23
	94.1%
	67.7%

	Total
	269
	200
	142
	74.4%
	52.8%


*) number of detected violations of the Act No. 145/2010 Coll. on Consumer Credit
**) rate of violations of the Act No. 145/2010 Coll., on Consumer Credit
Evaluation of the annual results shows that violations of generally binding legal regulations were detected in 74.4% of the total number of 269 inspections. Breaches of the Act No. 145/2010 Coll. on Consumer Credit were detected in 142 cases, i.e. 52.8% of all inspections. 

In 2014, the CTIA received 440 consumers’ submissions relating to mediation or provision of consumer credit. Inspectors discovered flaws in every fifth investigation of the submissions some of which are still being investigated. Most frequent queries were requests for inspection of already concluded contracts – such consumers’ suspicions were based on suspicions of incorrect calculation of APR, violation of information obligations, amount of contractual sanctions or suspicions of use of unfair commercial practices within mediation or conclusion of a consumer credit contract. Other complaints related to failure to provide a credit, high APR rates in short-term credit contracts, withdrawal from the contract or early repayment of a credit. Some submissions were not within the scope of the CTIA and hence other surveillance authorities were relevant. Some cases were a matter of private law in which only court was competent to decide concerning claims.
Detected flaws and imposed sanctions
Violations of the Act No. 145/2010 Coll. on Consumer Credit:

· section 4 – requirements for content were not included in advertising on consumer credit: most frequent findings, namely in 76 cases;
· section 17 par. 1 – intermediary didn’t provide information about his authorizations in advertising and documentation intended for consumers, especially for how many creditors the mediation activity is exercised or that the activity is carried out for no creditor – flaws detected in 42 cases;

· section 6 par. 1 affix 3 –provision of wrong information for contracts on consumer credit or absence of such information was proven in 35 cases. These requirements especially included information about annual percentage rate of consumer credit and all assumptions used for its calculation, information about interest rate as well as about the right to withdraw from the contract on consumer credit, including a case when the contract didn’t contain information about appropriate surveillance authority;  

· section 5 par. 1, 2, and 4 – failure to provide pre-contractual information and its proper explanation to consumer before conclusion of a credit contract: in 15 cases it was detected that the consumer didn’t receive any pre-contractual information or the provided pre-contractual information didn’t contain the total amount to be repaid by the consumer; calculation of annual percentage rate within the consumer credit, which has to be clarified using a representative example; interest rate and so forth; 

· section 17 par. 2 – remuneration for mediation of consumer credit, i.e. cases when consumers were supposed to pay remuneration for services of intermediaries who required payment before they even informed consumers about the result of their mediation activities in writing or on any durable data carrier, especially statements of all creditors who were contacted within mediation of consumer credit. Flaws concerning fulfilment of these obligations were discovered in 13 cases;
· section 9 par. 1 – creditors didn’t evaluate the ability of the consumer to repay consumer credit with professional care; breaches detected in 5 cases;
· other provisions of the Act No. 145/2010 Coll. on Consumer Credit were violated in 9 cases.
Violations of other generally binding legal regulations were as follows: 
Act No. 634/1992 Coll., on Consumer Protection, were breached by inspected subjects in 81 cases: 

· prohibition to use unfair commercial practices (section 5 par. 1) were breached most frequently – in 38 cases
· consumer wasn’t properly informed about characteristics of sold products or provided services in 11 cases (section 9);
· vendor failed to inform consumer about prices of sold products in compliance with pricing regulations in 8 cases (section 12);
· sellers didn’t inform consumer about the range and conditions of rights from defective performance and about how to exercise them, including information about where to make a claim in 8 cases (section 13);
· violations of other provisions of the Act on Consumer Protection was detected in 14 cases.

Act No. 255/2012 Coll. on State Control (section 10 par. 2), was breached in 19 cases. Inspected persons didn’t provide required conditions to carry out inspections, didn’t provide necessary cooperation and especially didn’t comply with imposed measures. 

Act No. 455/1991 Coll. on Trade Licences was breached by 11 inspected persons who mediated consumer credit without required trade licence. 
During 2014, in total 160 fines amounting to 7,028,500 CZK were lawfully imposed based on proven breaches of generally binding legal regulations within the surveillance scope of the Czech Trade Inspection Authority. 118 fines amounting to 6,040,000 CZK were imposed for violations of the Act on Consumer Credit and 30 fines amounting to 506,500 CZK were imposed for breaches of the Act on Consumer Protection. 12 fines amounting to 482,000 CZK were imposed for infringements of other laws. 

Conclusion
Results of the annual inspection action proved that intermediaries and providers of consumer credit from non-banking sector permanently and significantly breach the Act No. 145/2010 Coll. on Consumer Credit. The ratio of proven violations of law increased inter-annually and exceeded 50% of inspection findings despite the number of inspections decreased when compared to 2013. The highest number of flaws were detected in advertising on provision or mediation of consumer credit, especially online advertising. Other mistakes related to failure to provide pre-contractual information and contracts on consumer credit.
Inspections of consumer credit belong among the most difficult forms of inspections regarding both preparation, including expertise of inspection employees, and extent of inspection, including time period needed to get familiar with all documents necessary for inspection of services offered and provided by intermediaries and creditors. And also offers in advertising differ significantly, especially within features of individual inspected credit contracts, despite such contracts are concluded by one inspected subject. Therefore these inspections take time and in 2014 inspections from the previous year continued and some inspections launched in 2014 have continued in 2015.
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