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Executive summary -
National Credit Act No. 34 of 2005

(This is an abridged version of the fuil report which is available for internal use within ycur company.)

“...thelegislation [The National Credit Act, 2005 was written to create a more transparent & more

accessible credit market.”

Gabriel Davel: CEO of the National Credit Regulator

Ali CGF Research Institute (Pty) Ltd (“CGF”) rights are reserved. No part of CGF's reports may be reproduced or transmitted in any form without the express permission of CGF.
The information on the Corporate Governance Framework products, updates, stand alone features & the associated newsletters is intended to provide a general outline of the
subjects covered. It should neither be regarded as comprehensive nor sufficient for making decisions, nor should it be used in place of professional advice. CGF accepts no
responsibility for loss arising from any action taken or not taken by anyone using the publications. The information contained therein does not necessarily reflect the opinion of

CGF, or that of any of its associates.



The National Credit Act aims to create a more transparent & more
accessible credit market by providing for the general regulation on
consumer credit which prohibit reckless & irresponsible credit granting
practices

» The National Credit Act No. 34 of 2005 (NCA) was promulgated largely due to consensus by the
Department of Trade & Industry & other industry players that the credit market & its regulation
required radical transformation. Inadequate regulation of the credit industry has resulted in:

— a lack of transparency in credit lending practices

— inaccessibility for a large percentage of the SA popuilation to credit facilities

— complex terms & conditions in credit agreements that are often difficult to understand

— irresponsible marketing of cred:t

— the emergence of many unscrupulous cperators that have taken advantage of overburdened consuiners

— large numbers of consumers at all levels of the economic spectrum becoming overburdened due to continual
& reckless extension of credit

— negative effects on the economy due to excessive credit extension that inhibits growth

* Initially, the NCA was aimed at unifying regulaticn of the credit market. The NCA replaces the:
— Usury Act No.73 of 1968,
— Credit Agreements Act No.75 of 1980 &
— Usury Exemption Notices of 1992, 1999 & 2005
* The NCA has grown in scope to encompass the entire consumer credit industry & introduces a wide

range of reforms to the industry that will now be regulated by the Act & the National Credit Regulator
(NCR)



Virtually all credit agreements made & effective in SA are governed by
the NCA . ..

Overview of the NCA

1. The NCA generally applies to every credit agreement between parties dealing at arm's length that
Is made in, or is effective in, SA

— the NCA protects consumers over a wide spectrum

% the protection extends to natural & juristic persons - but is excluded in the case of juristic persons if
they conclude large transactions

2. The NCA contains detailed provisions regarding:
— the permissible fees, charges & interest under credit agreements

— advertising & marketing practices of credit providers

— censumers' rights to, amongst other:
s apply for credit
%+ certain information
% protection of confidential information

+» reasons for credit being refused

% “cooling-off” - certain contracts may be cancelled by the consumer within a certain time

% return goods to the credit provider & have them sold by the credit provider to settle outstanding debt
% accelerate payments & to settle an account prematurely

-- the rights of a credit providers to enforce an agreement where consumers are in default

— dispute resolution & debt enforcement procedures, including the regulating of:
% dispute resolution agents, the NCR, ombuds & debt counsellors



... awide spectrum of consumers are protected by the NCA through the
provision of many rights & duties for both consumers & credit providers

Overview of the NCA

3. The NCA prohibits:

— certain credit agreements (unlawful agreements),
— the inclusion of unlawful provisions in credit agreements,
— the extension of reckless credit or credit which will cause the consumer to become over-indebted

4. The NCA attempts to prevent over-indebtedness of consumers, & assists if they experience
financial difficulty

— credit providers are obiiged io evaluate a consumers creditworthiness before extending credit
— consumers that become over cormmitted may apply for a debt review & a re-scheduling of debt

5. The NCA establishes a National Credit Regulator (NCR), whose functions include:

— the promotion of a fair, sustainable, accessible credit market & reguiaticn of the consumer credit industry

6. A Nationai Consumer Tribunal has alsc been established & has powers to adjudicate:

— applications in terms of the NCA & ailegations of prohibited conduct

7. The NCA provides for the registration of credit providers, credit bureaux & debt counsellors with
the NCR

8. Credit bureauix are regulated by the NCA

— they provide credit providers with information to enable them to consider the consumer’s ability to repay the
credit applied for



The NCA specifies general & specific offences, as well as the penalties
for a conviction in terms of the Act

OFFENCES PENALTIES

SPECIFIC OFFENCES

General Consumers

* Failure by unregistered persons to « Knowingly providing false or misleading
comply with a notice of the NCR to stop information to a crecit provider or shegiff
engaging in activities subject to the Act concerning address, location of goods etc

* Failure by a credit bureau to:
— protect the confidentiality of information
— fulfil its duties such as verifying consumer information & issuing accurate

— expunge certain information from its records .
» The penalty for offences against the

— deal with a challenge by a consumer of the accuracy of its infermation or Regulator or failure to comply with an

remove information if justified é order of the Tribunal is a fine or

. . imprisonment for a period not
Credit providers exceeding 10 years, or both

« FFailure to make a valuation of goods surrencered by a consumer & to sell them at the
best price

* Engaging in prohibited collection & enforcement practices > e ey o any o'gher EES 17
......... terms of the NCA is a fine or

imprisonment for a period not
exceeding 12 months, or both

GENERAL OFFENCES

« Disciosure of confidential information obtained in carrying out a function in terms of the Act

 Obstructing, hindering, opposing or unduly influencing a person who is exercising a power
or performing a duty

« Failure to attend a hearing when summoned
* Giving false evidence or failing to answer questions when under oath
« Failure to comply with an order of the Tribunal
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