
each month. So she decided it  
was definitely time to seek help.

In 2011, she applied for debt 
review and counselling. ‘Debt 
counselling is a legal process 
through which you apply to have 
your debt restructured so that you 
can pay household expenses and 
still be able to pay off debt at a *
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IF YOU’RE STRUGGLING TO PAY YOUR BILLS EACH  
MONTH AND DON’T HAVE ENOUGH MONEY LEFT OVER  
FOR ESSENTIALS, IT MIGHT BE TIME TO CONSIDER DEBT 
COUNSELLING.  TEXT KATHERINE GRAHAM

C 
onnie 
Daniels*  
was up to  
her neck in 
debt. She 
owed more 

than R130 000 on her mortgage, 
car and credit accounts. She didn’t 
even have enough money to buy 
food after she’d paid all her debts 

reduced instalment at the end  
of the month,’ says Nobantu 
Motsweni, debt counsellor at  
Legal & Tax. Your debts are 
combined and you make one 
monthly payment to the National 
Payment Distribution Agency.

Almost half of South Africa’s 20 
million credit-active consumers 
are struggling to meet their debt 
repayments, according to the 
National Credit Regulator (NCR). 
This means half of the consumers 
with access to credit are in arrears 
by three or more months, are slow 
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payers or have a debt judgment  
or an administration order granted 
against them. 

 A fresh start
If you are caught in a debt trap, 
debt counselling might be the 
right way for you to make a fresh 
start with your finances, says 
Motsweni. But she recommends 
that you exhaust all other options 
first, as it is a lengthy process and 
there are costs involved.

The debt counsellor will take care 
of the debt restructuring process 
for you, which will end in seeking  
a consent order for new payment 
agreements in court. ‘The consent 
order ensures that your credit- 
ors stick to the new repayment 
arrangement and may not take 
legal action against you,’ says 
Motsweni. ‘The order also means 
that you won’t be blacklisted by 
the credit bureaux and that your 
goods will not be repossessed.’

HOW INDEBTED ARE WE?
Debt levels among 
consumers remain 
stubbornly high, despite 
a low interest rate 
environment. Accord- 
ing to the NCR, almost 
half of South Africa’s 
20 million credit-
active consumers 
struggle to meet their 
debt repayments. The 
number of consumers 
with impaired records 
– accounts that have 
not been paid for 
three months or more 
– increased by 71 000 
in the third quarter of 
last year to 9.76 million, 
from 9.69 million in the 
previous quarter. 

IT’S IMPORTANT  
TO REMEMBER THAT 
DEBT COUNSELLING 
IS NOT A ‘PAYMENT 

HOLIDAY’.

9.76  
million 

the number of 
South Africans 

who have not paid 
accounts for  

3 months or more



It’s important to remember  
that debt counselling is not a 
‘payment holiday’. You still need  
to keep repaying your debts every 
month, although now they will be 
consolidated as one payment to 
the National Payment Distribution 
Agency. You must ensure that  
you never miss a payment as this 
would nullify the debt counsellor’s 
arrangements and make it possible 
for your creditors to take legal 
action against you.

 The disadvantages
‘Debt counselling isn’t an easy 
process because it will take longer 
for you to settle the amount you 
owe, and you will pay more 
interest,’ says Motsweni. ‘There is  
a fee attached to it and you cannot 
apply for more credit or use your 
existing credit facilities while you 
are undergoing counselling. But 
the good news is that your credit 
record will not be blemished.’

If some of your creditors have 
taken legal action for late or 
non-payment of accounts, those 
debts cannot be included under 
the debt counselling process. ‘For 
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NATIONAL CREDIT 
REGULATOR 
tel 0860 627 627; email 
complaints@ncr.org.za 
or visit www.ncr.org.za
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have free access to  
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FOR LEGAL ADVICE CALL
0800 00 45 45

(SA & Namibia).  
From Botswana,  

Lesotho & Swaziland,  

dial 0027 11 991 8258

that reason, you should apply for 
debt counselling before debtors 
take legal action against you,’ 
advises Motsweni.

You also need to be prepared  
for the costs involved: an 
application fee of R50, a rejection 
fee of R300, a restructuring fee 
which cannot exceed R6 000, a 
R750 legal fee for a consent order 
and an after-care fee of 5% of your 
monthly instalment of the debt 
rearrangement plan. This is paid to 
your debt counsellor and may not 
exceed R400 per month, payable 
for 24 months. After this, you’ll  
pay 3% of the monthly instalment 
until your debt is paid off.

 Slowly but surely
Part of the reason Connie’s story 
has a happy ending is that she  
was committed to the process. 
Through debt counselling, she was 
able to reduce her total payment 

to her creditors each month from 
R8 041 to R5 667. By December 
2012, just one year later, she had 
paid off 50% of her debt.

‘One reason debt counselling 
worked so well for this client is 
that she was willing to change her 
lifestyle and make some short-
term sacrifices,’ says Motsweni. 
‘The result is that she is well on her 
way to being a financially credible 
consumer again.’  

Debt free!

MONEY


