What is the National Credit Act About?
The National Credit Act (NCA) comes in to effect on 1 June 2007 and it will aim to promote a fair and transparent market place under which consumers can access credit. At the back of this booklet, we have included a section explaining the various terms which will help you understand your different credit facility documents. You can also visit the National Credit Regulator’s (NCR’s) website on www.nc.org.za for more detailed information about the NCA.
Why is this book essential reading for you?

The Home Loans and One Account divisions of the First national Bank (FNB) are committed to keeping you informed about the NCA.

This booklet has been produced to:

·highlight who the NCA applies to,

·empower you to know about your rights under the new NCA regulations,
·provide you with a brief overview of the process when entering a FNB agreement,

·ensure that you fully understand your obligations under your FNB agreement,
·provide you with a brief overview of the content of your FNB agreement,

Inform you about some of the documents that will be expected to sign.

Who do the NCA rules apply to?

The NCA will apply to all mortgage credit agreements signed on or after the 1st June 2007.
The applicant can either be a:
·Natural person where the application is registered in an individual or joint capacity.

·Sole proprietors who conduct a business in their own name.

·Trust with no more than two trustees.
The NCA does not apply to mortgage credit agreements where the applicant is a:

·Juristic entity where the loan is registered in the name of the Close Corporation (CC), Private Company (Pty) Ltd or Limited Company (Ltd).
Trust with more that two trustees.
What are your rights under the NCA?
•No negative marketing practices such as ambiguous or mislead advertising will be tolerated by the NCR.

•Customer information standards will be improved so that you expect to receive upfront, all information, pertaining to your credit agreement.
•Your choices relating to receiving customer marketing information must be obtained and kept on record.
•As a customer, you will be entitled to receive sufficient education to make an informed decision when applying for credit.
•You are offered protection against reckless credit and over-indebtedness, if you have fully and truthfully disclosed all information to FNB.
•You are able to seek help and advice from a debt counselor if you are experiencing difficulty in paying all your creditors.
•You can now access your own credit record information held by the relevant credit bureaus.

•FNB will disclose all credit pricing information such as fees; interest rates and all other credit related charges to you.

•You will have access to complaints handling agencies such as the NCR, Consumer Tribunal and the Banking Services Ombudsman.

•You will receive a Quotation of cost of credit and a Pre-Agreement in a plain and understandable language.

•FNB will give consideration to your language preferences for customer education purpose.

•You can request the reason for your home loan or One Account credit application being declined. 

What is the process for entering into a Home Loan or One Account Agreement?

•You will conclude the purchase of a home by signing either an Offer to Purchase or a Building Contract.

•Most often the Mortgage Originator, Estate Agent or Developer will conclude the sale between the seller and the purchaser.
•You may also visit your nearest FNB Branch to apply for a home loan or a One Account.
•An application for finance will be submitted to the Bank to finance the purchase of your home.

•The Bank will then conduct affordability and full credit assessment of you as well as a property assessment to determine the value of the property.
•After concluding the necessary credit cheques, you will be provided with a Quotation and Pre-Agreement which will outline the cost of credit and the terms and the conditions of the loan.
A visual description of our process flow: 
[image: image1]

[image: image2]

 SHAPE  \* MERGEFORMAT 
[image: image3]
What are you obligations under your Home Loan or One Account agreement?
•You must ensure that you make regular repayments on your loan.

•Should you experience any difficulties in keeping up your payments, you contact FNB immediately.

•A suitable arrangement may be entered into between you and FNB to ensure that any arrear repayments can be met.
•As a customer, it is also your obligation to insure the property for the full replacement value for the term of the loan.

What is the nature of your Home Loan or One Account Agreement?
•You accept a loan form the Bank when purchasing a home or taking up a One Account.

•It is different from other types of loans as you home is offered as security whilst you remain the registered owner of the property.

•You are also required to register a mortgage on the title deed of the property in favour of the Bank.
•This will ensure that the bank has a preferential claim against your property in the event that you fail to meet your obligations under the mortgage agreement.
•All properties are registered in one of the seven Deeds Registry Offices.

•An attorney will be instructed to act on your behalf to finalise all documentation with the Deeds Office. 
What sort of information can you expect to find in your Home Loan or One Account agreement?

Your mortgage agreement consists of two separate documents, namely the Mortgage agreement itself and the terms and conditions of your loan. The terms and conditions are divided into a number of subsections, including:

•An introduction which informs you that the agreement is compiled to conform with the National Credit Act.
•The Cost of Credit which sets out your interest rate and fees and charges, repayments and the period over which the debt is to be settled, as well as what the loan is likely to cost you subject to interest rates remaining the same.

•General Terms and Conditions- these are standard and ill apply to all mortgage borrowers at FNB, where applicable.
•Your obligations are to:
-maintain the property in good condition.

-make monthly repayments and settle the debt within the agreed period.

-keep the property insured.

-deliver all required documents to the conveyancing attorney timeously.

-advise FNB if the property should become the subject of Land Claim.

•Your consent is required to allow the Bank to pass your rights and obligations under the loan to a third party. You agree to cede to the Bank any leases over the property.

•Regular communication with you with regards to:
-interest and fees as per the Quotation which will be added to your account on a monthly basis.

-any adjustments to your rate in response to a chance in the general level of interest within 30 days of the change.

- the Bank’s method of calculating interest.
-any changes in your bi-annual statements.

•Any valuation conducted and paid for by FNB for its own purposes will not be disclosed.

•Information on conduct of your account may be shared with Credit Bureaus.

•Your Rights with regards to:

-full settlement at any time.

-prepaying any amount at any time.

•Explanation of Default and Default Procedures such as:

-a description of various types of action which the Bank regards as acts of default.
-the rights which the Bank has to take legal action and judgment and to sell the property in the event of default by you.
-if more that one person is “the borrower”, the Bank requires their agreement that it may sue any of them or all of them together for the outstanding balance.

-if a legal person ( as opposed to a natural person) is the customer, the Bank will require all directors/trustees/members to stand surety for the debt and the sureties may be sued individually or all together for the debt.
•Special Terms and Conditions which apply specifically to your loan such as:

-the specific product option (e.g. BondPlus) which you may have selected.

-the specific interest rate choice (Fixed, Variable) and the term of the loan.

-in the case of One Account (if applicable) it outlines the service fees on a current account not disclosed in the Quotation.

-in the case of Building Loans it would include specific requirements relating to documentation as well.

•Acceptances and Declarations such as:

-the confirmation by you that you have read, understood and received the Pre-Agreement and Quotation.

-the agreement to be bound by the terms and conditions above.

-the Bank may supply details of your account behaviour to the Credit Bureaus.

-all information provided by you was done willingly and truthfully and failure to have done so may mean you may be denied the protection of the NCA.
-you have not applied for debt review or you are not under any administration order.

•In the even of a building Bond mortgage agreement:

-the events which determines the documents are to be provided to the Bank.

-the periods by which building must commence and cease.

-notification of conditions relating to the progress draws.

-your responsibility for obtaining municipal consents.

•Additional documents that you will be required to sign include:
-Personal affidavits (confirming that you are solvent, your marital status, address)

-Power of attorney to the conveyencer to register the mortgage on your behalf.

-For legal entities (i.e. not natural persons) only
{i}Letters of Suretyship

{ii}Certificate of Solvency from auditors

{iii}Resolution by directors/trustees (members to appoint one or all to act on behalf of the entity)

{iv}Extract of the minutes giving these powers
-Letters of Suretyship (if applicable)

-A home owner’s insurance policy.

-if the Bank’s insurance offer is selected, a policy application, declaration of commission earned by the Bank (if any), cession of policy and debit order authority for premiums must be signed.
-An authority to an attorney to distribute proceeds of the loan (e.g. to seller of property, Bank for fees,etc.).

-Building loan documents are additional and needs to be signed as a separate set of documents.

Understanding the language
1. Affordability assessment – a financial/ credit assessment to determine the size of the home loan you can qualify for or are able to afford.

2. Buyer – the person who purchases a property from the seller.
3. Collection Costs – the costs charged by the attorney in the event of the bank having to enforce the terms and conditions of the facility agreement.
4. Conveyencer – the attorney who will action the legal process of transferring the property from one owner to another and the registration and cancellation of any existing mortgage bonds.

5. Credit Life Insurance – includes insurance cover payable in the event of your death, disability, terminal illness, unemployment, or other insurable risk that is likely to impair your ability to earn an income or meet the obligations under the credit agreement.

6. Customer - a person who has entered into a home loan or One Account credit agreement with FNB.
7. Debt Counsellor – a person or organization registered to offer the service of debt counseling.
8. Default administration charges – the cost payable should the bank need to send the registered letters of demand to a customer.

9. Deferred amount – an amount that becomes payable should you default on your home loan agreement, apply for a variation to the original home loan or apply for early termination of the home loan agreement.

10. Fixed interest rate – an option whereby you select to fix the interest rate for a stipulated period of time offered by the Bank which could be either 12, 18 or 24 months.

11. Home owner’s comprehensive (HOC) insurance – compulsory insurance for the full replacement value of the property and must remain in place as long as there is a registered mortgage bond in favour of the Bank.
12. Initiation fees – covers the costs of initiating a home loan credit agreement and is paid to FNB Home Loans by you, the customer.
13. Interest rate – the specific interest charges based on the rate granted to you in respect of your home loan or One Account facility.

14. Monthly repayment amount – the amount which will be debited monthly against your monthly account in respect of your home loan or One Account facility.
15. Monthly service fee – the fees that may be changed by FNB Home Loans or the Bank in connection with the routine administration cost of maintaining your home loan or One Account.
16. Number of monthly repayments – the number of monthly payments for the duration of the agreed loan term.
17. Over indebtedness – when your income is not sufficient to satisfy your obligations for all your credit agreements.

18. Pre-Agreement – contains the details of the terms and conditions under which FNB Home Loans will lend the approved loan amount to you and is made available prior to the signing of the Final Agreement. These details can be read in full on the FNB website- www.fnb.co.za
19. Principal debt amount – the amount that immediately available upon registration of the mortgage bond. On a One Account it refers to the amount which will be advanced to you prior to and on registration of the covering mortgage bond.

20. Quotation – FNB Home Loan’s formal offer of credit and includes the breakdown of the cost of credit.

21. Registration fees – payable to attorney and includes attorney’s fees for the registration of the home loan agreement, stamp duties, Vat and Deeds Office fees.

22.  Retention amount for building a home loan – the amount of money retained by the Bank after each progress payment to ensure that the building can be completed.
23. Reckless credit – when the Bank has granted you credit in an irresponsible manner and fail to take all your financial obligations into account.
24. Seller – a person who sells their property with the aim of possibly purchasing another.

25. The capital amount – the maximum amount for which your mortgage bond will be registered.

26. Tiered interest rate scales – only applicable to the One Account facility. Your initial interest rate is based on a80% loan to property value ratio or loan to value (LTV). It is calculated by taking your facility size and dividing it by the value of your property. E.g., if your property is valued at R1 million and we have granted you a facility of R80 000, you will have an 80% LTV. If your LTV is greater than 80%, the interest rate will tier up by 0.5%. If your LTV is above 90%, it will tier up a further 0.5% and so on up until 110%.
27. Total amount payable – the total amount which is payable you in terms of the Home Loan agreement.
28. Total interest – the estimated interest charges over the term the specified loan should a variable interest rate apply.

29. Transaction fee – payable in respect of the monthly transactions performed on your One Account facility.
30. Transfer duty – a property tax imposed by the Government. Only once transfer duty has been paid may the property be transferred into the purchaser’s name.
31. Transfer fees – payable to the attorney and include the attorney’s fees for attending to the transfer of ownership, Government transfer duty, VAT and Deeds Office fees.

32. Variable interest rate – linked to the Prime Overdraft Lending Rate and will be adjusted with each change in the prime Overdraft Lending Rate.
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Bank instructs an attorney to prepare bond documentation.





 You accept and sign final agreement at an attorney’s office. 





Attorney finalizes registration of the bond in the deeds office. 





If your application is not approved the bank will advise you.








