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As explained in previous Annual Reports, the taking of deposits without being registered as a
bank or falling within and complying with one of the exemptions to the Banks Act amounts to
an offence in terms of the Act.  Registered banking institutions have to comply with certain
prescribed prudential requirements in terms of the Banks Act, whereas illegal deposit-taking
schemes obviously do not comply with such requirements.  Such schemes not only operate
illegally, but also pose a risk to investors in such schemes on the one hand and financial sta-
bility on the other hand.  The funds invested in such illegal schemes may be used for purpos-
es not known to an investor and may result in the investor losing all invested funds in a very
short period of time.

During the year under review, 18 new inspections, together with some inspections carried
over from the previous year, were undertaken.  The Bank Supervision Department hopes
that the steps taken have served to quell, at least to some extent, the enthusiasm of
unscrupulous individuals to operate schemes designed to deprive others, often the poor, of
their funds.  The public is also continually encouraged to inform the Department of possible
contraventions of the Banks Act.  The Department believes that the queries about various
schemes received from the public during 2001 were largely attributable to the awareness
campaigns previously conducted.

Of particular importance was the successful prosecution of Mr S M Radebe, an integral fig-
ure in the operation of the Miracle 2000 pyramid scheme. The firm PricewaterhouseCoopers
was appointed to inspect the activities of Miracle 2000, and the inspectors concluded that
the scheme had operated illegally, in contravention of the Banks Act.  Mr Radebe was
charged and pleaded guilty to contravening the Banks Act, as well as the Harmful Business
Practice Act, 1988 (Act No. 71 of 1988).  The court subsequently found Mr Radebe guilty of
contravening, firstly, the Banks Act, for which he was fined R50 000, or one year in prison,
and, secondly, the Harmful Business Practice Act, for which he was fined R150 000, or three
years in prison.  It is hoped that this successful prosecution is a further deterrent for
prospective pyramid-scheme founders and a stopping mechanism for those already operat-
ing such schemes.

In a recent court decision handed down in the High Court of South Africa, Natal Provincial
Division, in the matter between Barnard and Lynn v Schoeman and Rogers (as yet, unreport-
ed), the court found that payment to certain investors in a pyramid scheme was an undue
preference and ordered them to repay the funds to the entity under liquidation.   Investors
should be aware that action might be taken against them, in line with insolvency legislation,
for payment received from an illegal deposit-taking institution.

Of note, during the year under review, was the increase in more complex schemes, involving
high net worth individuals.  Most of these schemes used the guise of selling shares in the
scheme/institution.  This method, prima facie, appears to be legal.  On closer inspection,
however, it will become apparent that a prospectus has not been issued, that the so-called
products traded or services rendered by such an institution are more often than not non-
existent and that the investors are guaranteed their capital plus a fixed return.  Moreover, the
investors’ intention is to deposit money with such an institution without any risk and with
their capital and predetermined interest guaranteed.  Upon application of the principle of
substance over form, it becomes apparent that such an institution is accepting deposits il-
legally, in contravention of the provisions of the Banks Act.

MONEY LAUNDERING

The long awaited Financial Intelligence Centre Bill was promulgated as an Act of Parliament
on 1 January 2002.  The Act will bring into existence the Financial Intelligence Centre (FIC) to
coordinate policy and efforts to counter money-laundering activities.  The FIC will not be an
investigative body, but a repository of data to produce financial intelligence regarding listed
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APPENDIX 4

NAME CHANGES AND CANCELLATION OF REGISTRATION OF
BANKS AND BRANCHES OF FOREIGN BANKS DURING THE PERIOD
FROM 1 JANUARY 2001 TO 31 DECEMBER 2001

NAME CHANGES

Previous name New name Date of change

1. Cashbank Limited LBW on Long 55 Limited 28 December 2001

2. First National Bank of Southern Africa FirstCorp Merchant Bank Limited 9 November 2001
Limited (effective 

1 September 2001)

3. The Business Bank Limited Capitec Bank Limited 7 June 2001

CANCELLATION OF REGISTRATION

Institution Date of cancellation

1. LBW on Long 55 Limited 28 December 2001
(following the acquisition of the business of Cashbank Limited by 
BOE Bank Limited as at 1 November 2001)

2. Morgan Guaranty Trust Company of New York 10 November 2001
(assets and liabilities transferred to JPMorgan Chase Bank 
(Johannesburg Branch))

3. Southern Bank of Africa Limited 4 April 2001

4. TNBS Mutual Bank
(assets and liabilities transferred to Meeg Bank Limited) 5 February 2001

APPENDIX 3

LOCAL BANK BRANCHES OF FOREIGN BANKS AS AT 
31 DECEMBER 2001
Institution Address

1. ABN AMRO Bank N.V. P O Box 78769, Sandton, 2146

2. Bank of Baroda 91/121 Cowey Road, Cowey Park, Berea, Durban, 4001

3. Bank of China Johannesburg Branch P O Box 782616, Sandton, 2146

4. Bank of Taiwan South Africa Branch P O Box 1999, Parklands, 2121

5. Barclays Bank Plc, South Africa Branch P O Box 1542, Saxonwold, 2132

6. China Construction Bank – Johannesburg 
Branch Private Bag X10007, Sandton, 2146

7. Citibank N.A. P O Box 1800, Saxonwold, 2132

8. Commerzbank Aktiengesellschaft P O Box 860, Parklands, 2121

9. Crédit Agricole Indosuez P O Box 61523, Marshalltown, 2107

10. Deutsche Bank AG Private Bag X9933, Sandton, 2146

11. ING Bank N.V. South Africa Branch P O Box 782080, Sandton, 2146

12. JPMorgan Chase Bank (Johannesburg
Branch) Private Bag X9936, Sandton, 2146

13. Merrill Lynch Capital Markets Bank
Limited P O Box 61, Johannesburg, 2000

14. Société Générale P O Box 6872, Johannesburg, 2000

15. State Bank of India P O Box 2538, Saxonwold, 2132


