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FINANCIAL LITERACY – CREDIT TRANSACTIONS – DEBTORS 
 
NATIONAL CREDIT ACT 
 
The National Credit Act, Act 34 of 2005 ("the NCA") 
The NCA became fully operational in South Africa on 1 June 2007.  
 
The NCA in brief 

The main purposes of the National Credit Act can be summarised as follows:  

 To educate consumers so that they are empowered to make informed choices, borrow 
responsibly and within their means.  

 To enforce affordability assessments within the lending process to prevent reckless 
lending and/or borrowing.  

 To protect consumers who feel they have been unfairly treated in a credit agreement by 
giving them access to a National Credit Regulator and the National Consumer Tribunal.  

 To provide a debt counselling process for consumers who are not able to find a solution 
for their inability to repay their debts, in conjunction with their credit providers.  

 
The Credit Act is there to prevent people from spending money they don't have. It's there to help 
the banks manage the massive DEBT this country has and help stop RECKLESS LENDING by 
the banks. 
It compels the banks and other credit providers to ensure that their clients do not over extend their 
credit limit.  
The act makes the credit providers legally responsible for checking the applicant's full credit 
situation. 
On credit application, clients will be asked to declare their income as well as their expenses.  
The client has to declare all debt, for example car repayments, credit cards, retail accounts and 
any other debt the client may have 
 
What the Credit Act means for you!  
There's no denying that credit is a good thing. It gives you that extra edge when you want to buy 
those things that have always been out of your reach. Without access to these additional funds 
how would you afford that dream lifestyle? 
 
The problem comes in where debt can quickly spiral out of your control. So the trick, manage your 
finances.  
 
Only borrow what you can afford 
The NCA focuses on protecting people from becoming financially overcommitted. As such it 
prevents businesses from lending money without ensuring that:  
 
They know your debt repayment history  
You understand the costs, risks and responsibility of your credit agreement  
 You can afford to repay your debt  
 You have supplied details of your income and expenses when applying for credit  
 
What is a Credit Bureau? 

A Credit bureau is a private business which acquires records, maintains and makes available to 
contracted subscribers, information concerning the manner in which consumers conduct their 
credit and business dealings. 

http://www.wizardmidrand.com/home-loans/nca/credit-lenders.html
http://www.bondcredit.co.za/technical-definitions/what-is-a-credit-bureau.php


 
Everyone who has ever applied for credit is listed with the credit bureau. When you apply for credit 
with a company that subscribes to a credit bureau, that company will have access to your credit 
history, which is provided by the credit bureau. The company can then make an informed decision 
and assess their risk in granting you the said credit. Most companies will not grant credit to 
individuals who have negative listings. 
 
What is a CREDIT RECORD?  

It shows your entire credit history which includes what loans you have applied for and what 
accounts you have opened as well as any negative credit listings where you may have fallen 
behind on payments or if have a judgment or several judgments against you. 
 
Credit Sales:  

 The primary objective of any business is to maximize  profit 

 Profits are generated from sales 

 Many people cannot afford immediate payment-therefore traders have to sell on credit to 
maximize sales. 

 Credit customers receive the goods immediately but make payments at a later date. 

 The customer to whom the goods are sold is called a debtor. 

 Granting a credit carries an element of risk because there is always a possibility that the 
customer may not pay 

 The trader will evaluate the debtors credit – Worthiness 

 If the trader is satisfied that the debtor is credit worthy it will enter into a credit agreement 
with debtor. 

 As soon as credit sale takes place a credit invoice is issued to record the transaction. 

 Credit  invoice serve as proof that the debtor owes money 
 
Credit Agreement: Specify the following: 

(1) The credit limit: The maximum amount the debtor can owe on a specific date. 
(2) The payment terms: When the debtor should pay his account, e.g. in 30 days, 60 days and 

so on. 
(3) Incentives given to the debtor: Discount if the amount is settled earlier or on time. 
(4) Interest charged on overdue account. 

 
Activity 2:  
National Credit Act 
Answer the following questions in your class work book. 
1.      Questions: 
1.1. Give two examples of credit providers. 
1.2. The Act applies to credit cards, overdrafts, mortgages, instalment agreements, leases and 

micro loans. Research each and give a short description of each. 
 
2. Complete the following sentences using the words given in the word bank 

 
Consumers and businesses, Responsible, Legislation, Credit agreements, 

indebtedness 

 
2.1. NCA makes sure that credit providers give credit in a …………way. 
2.2. NCA is a piece of ……………that regulates the lending of money. 
2.3. The contents of ………………….are regulated in the in the NCA. 
2.4. NCA attempts to prevent………………….of consumers. 
2.5. The National Credit Act 34 of 2005 was created to protect 

both…………..and…………………….                                   
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