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t lntroduction

. The Banking Association South Africa (BASA) is the industry representative
body for commercial banks which consists of 35 local and international
member banks.

i BASA supports the obiective and purpose ofthe National CreditAct (NCA)
and believes that over-indebtedness is a social and economic challenge that
has far reaching consequences for the economy and society.

, The banking sector is a key stakeholder in the assessment, review and
feasibility of the proposed debt intervention measures, given that banks
grant 76.3% of new credit in the market (,tNCR CCMR e3-2012).

* The banking sector supports targeted and sustainable debt interven6on
measures that limits uncertainty and unintended negative consequences to
the credit market, South African economy and society.

" Our presentation today is supplemented by our detailed written submission
dated 22 January 2018.

I
T
I

* Source: NCR Consumer Credit Mqrket Report, e3-2011.

Debt Counselling Rules System (DCRS)

for debt restructuring, incorporates
concession rules (above/beyond
NCA).

Payment Holidays/Moratoriums.

Restructurin&/Rescheduling.

Debt Consolidation.

Bank Assisted Sales.

Bespoke Arrangements.

Settlement Campaigns.

Existing Debt lntervention Measures

r oebt Review Process.

r Prescription of Debt (Expunged R 9,252_bl ton+
monthly expunBement of prescribed debt).

. Credit [ife lnsurance Regulations (Prescribe
maximum caps and minimum benefits).

r [imitadon of Fees and lnterest Rates (Reduction
in the Cost ofCredit).

. StricterAffordabilityAssessment Regulations.

. Setting aside ofreckless lendinS.

. Alternative dispute resolution agents to resolve
disputes.
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Oebt lnterventioo Measures
(provided for ln NCA)

Over-indebtedness decreased, consumer
behaviour improved. Allow for full embedment
and evaluation ofexisting measures before
implementing further measures.

Banks offer a number of voluntary debt
relief measures. The interest rate
concessions granted was R 3,425 billion
fot 2016 ond R 3,976 bi ionfot 2017.
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t Current Credit Landscape: Market Overview

NCR Credit Bureau monitor - Jun'07 - Sep'17
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The positive effects of legislation already implemented, is starting to show and should be

allowed to stabilise.

Consumers with impaired records have reduced since 2015 and are currently at levels last
observed in 2008. I
Credit granted (credit growth) has become basically stagnant over recent years. I
A balanced view to the implementadon of new legisla tion should be considered to ensure *
that access to credit is not unnecessari constrained

F Curr.ntCredit Landscape: Unsecured Credit Overview E
Unsecured credit granted and ageinE ofthe book (*NcR

ccMR)
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' when focussing on unsecured credit, we note that consumers that are in good standing have

improved in line with the legislation already implemented whilst new credit Sranted
stagnated.

\ By Q7/2013,46% of new unsecured credit was to consumers with an income of R7500 and

less. By Q3/2017, only 26% of new unsecured credit was granted to this segment.

": This consumer segment's access to regulated credit could be impeded further if credit
providers become more uncertain of receiving repayment ofthe monies owed, and could
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Considerations: Economic and Social lmpact E
The numberofconsumersthatcould qualifyto apply for debt intervention is as follows:

R 40 342 899 771

t s r5a as8

3 355 749

R 29 122 412 307

Considerations: Economic and Social lmpact ... continued

: a 869 9s3

R 14 a44 390 429
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R 33 976 560 355
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El Legislated and broad-based debt
inteNention measures and criteria may
make it extremely difficult for credit
providers to adequately determine the risk
associated with extending credit in the
lower income segments.

O While extinguishing debt may be regarded
asa once-ofr loss, implementingthe gill will
result in the banks incurring significant
ongoing operaing costs.

D Access to credit could potentially decrease
due to potential de-risking and the cost of
credit will increase.

O Could result in a reversal of positive
developments observed.

D Responsible lendinB and responsible
borrowing go hand in hand and form the
core of a sustainable credit market and
industry.

O Consumers who previously repaid their
debts could become dis-incendvised to do
so, as standa.dised debt intervention
measures and debt intervention criteria
rewards negative repayment behaviour
and will accelerate irresponsible
borrowing.

E Encouraging responsible payment

behaviour is a fundamental aspect of a

well-functioninB credit market and should
not be compromised.

Consideration should be given to the timint and concept ofthe Bill ln llght ofthe two recent
downtrades of South Africa bythe rating atencies (wlth the potential of a third downgrade)
and the g.owth rate belng elmost 0, and its impacton economic stimulation and trowth.
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credit Active Consumers (with Unsecured Debt )

Not lrr leaal

r
| . Consumers eligible to apply for Debt lntervention at the NCR (Credit industry and Banks) and I
I Consumers eligible to be Sranted Debt lntervention Orders by the NCT (Credit lndustry and I
i Banks). f
1 Source: COMFUISCAN doto fot the Credit lndusty Wew ond COMPUSCAN & Bonl,6 Doto for the BANK view. -:-)

t
C{nsumers and Credit Providert I cost of oedit/Access to credlt
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r Considerations: lmpact on the Banking Sector E
SARB Directive 7 prescribes how banks should identifo and treat restructured credit exposures for
purposes ofthe definition of defuult.

The banks will have to amend their impairment policies to ensure compliance with Diredive 7 as

well as IFRSg (accountinS changes that are being implemented). This will have a direct financial
impact on banks from a compliancy requirement.
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The banking system has an undertaking by borrowersto repay loansobtained, any compromise I
to this principle willhave severe conseque nces fo r the industry and for the economy (e.9. job 

tlosses).

Considerations: Legal and Operational lmpaci

The proposed amendments to the NCA raise concerns aro!nd unconstitutionality that
should be considered.
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Section 82A: Suspension of Reckless Credit I Section 88A to section 88E: Debt

I lntervention application

l'
Credit provider must report a reasonable
suspicion of a reckless credit agreement
to the NCR.

O NCR is empowered to suspend a credit
agreement it considers reckless, without
a hearinB.

Procedurally unfair, credit provider
deprived of input, credit provider's rights
adversely affected due to far reaching
orders by the NCT.

Vested contractual rights compromised
(arbitrary deprivation of property).
Delegated powers are vague/confer wide
discretion without guidance - may lead
to arbitrary exercise of powers.
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The proposed amendments to the NCA raise concerns around unconstitutionality that

should be considered.
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t Considerations: Legal and Operational lmpact ... continued !d
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r Annexure A (attached to ou r written subm ission ) comprises comprehensive and

detailed comments, from a legal and operational perspective' in respect of the

Bill on a clause-by-clause basis. Of significant importance is that:

- clear and well-defined qualifying, affordability and evaluation criteria must

be stipulated regarding debt intervention;

- credit providers are afforded participation throughout the debtintervention

p*"tt (t., application through to rehabilitation) before the NCR and NCT;

" the NCR and NCT should have sufficient capacity and skilled' qualified and

educated resources to deal with debt intervention;

- the debt intervention process should have timeframes and prescribed

formats in regula6on. Recourse should be available in the event of non-

adherence;

- credit bureaux must be updated with the debt intervention application and

the status thereof throughout the process; and I
- the rights and obligations of consumers a nd credit providersmustbe I

balanced. I

f)

Saction 8EF: Mlnlster pres.tibht D€bt
lntarvent'on

Credit Llfe lnsurance (Ctl)

discretion without Suidance - may lead

to arbitrary exercise of Powers
Permits arbitrary exProPriation/
deprivation of proPerty.

Rso OOO and the term exceeds 6 months.

Restriction is arbitrary for the consumer

as it deprives the con5umer of his/her
right to conclude insurance with a third
party ofchoice.
Restriction is arbitrary for credit provider

O Delegated powers are vague/confer rvide o section 106(1A) obiiges a credit provider
(not third party) and consumer to enter

as an insurer and to comply with the
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ll Conclusion

I BASA recognises that over-indebtedness is an economic and social problem
that has far reaching consequences for the economy and society.

BASA and its members are supportive of the introduction and
implementation of targeted and sustainable debt intervention measures to
assist over-indebted consumers where consumer's circumstances have

changed for the vvorse.

BASA cannot support the Bill, in its current format, as it does not balance the
rights of consumers and credit providers, as it does not constitute a

sustainable debt intervention measure, as it has severe implications on the
impairment levels and capital requirements of banks, and as it will impact
negatively on the economy.

BASA and its members are concerned that the proposed debt intervention, as

per Section 88A to 88E, could result in a reversal of positive developments
and/or accelerate the growth of unscrupulous lending practices outside of
the regulatory space as formal lenders will de-risk.

Of significant concern is Section 88F, which proposes on-going debt
Intervention measures to be prescribed by the Minister of Trade and
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t Questions E
BASA requests that the Committee review our submission and earnestly

consider the alternative debt intervention measures proposed.

We would welcome further engagements with the Committee, to respond to
any questions and discuss our presentation in greater detail.
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