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G E N E R A L  N O T I C E S  ●  ALGEMENE KENNISGEWINGS

NOTICE 1147 OF 1999

DEPAR~ENT  OF TRADE AND INDUSTRY

CONSUMER AFFAIRS (UNFAIR BUSINESS PRACTICES) ACT, 1888

1, Alexander Emin, Minister of Trade and Indu*ry,  do hereby, in term$ of sdion 10(3) of the

Consumer Affairs (UnWlr Business Pradices) A@ 1888 (Ad No. 71 of 1888), publish the repofi

of the Business Pratims Commti on the resuh of an investigdon  made by tie Commitiw

pursuant to General Ndoe 3108 of 1*8 as publis~ in Government G=ette  No. l= dated 24

Mmber lM, as set out in the %hedule.

A ERWIN

MINIS~ OP TRADE AND lNDUS~Y
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DEPARTEME~  VAN HANDEL EN NWERHEID

WET OP VERBRUIKERSAKE (ONBILLIKE SAKEPRAK~Q,  1888

Ek, Akxander  Emin, Minister van Handel en NWerheid, publi-r bier-, kraxns ardkel 1W3)

van die Wet op VerbrUikerS*e (Onbillike Sakepraktyke),  1888 Net No. 71 van 1*8), die verslag

van die SakepraktykekomNe  oor die u~lag van die onderwk deur die Kom~ gedoen kragtens

Algemene Kennisgewing 3108 van 1998 soos gepubli=er  in Staatskmr~t  No. 18822, gedateer

24 Desember 1998, soos in die Bylae ubngesk

.,

A ERWIN

MINISTER VAN HANDEL EN NWERHEID

S C H E D U L E  “ BYLAE
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j BUSINESS PRACTICES COMMl~EE,1 ,,,!

REPORT
IN TERMS OF SECTION 10(1) OF THE

HARMFUL BUSINESS PRACTICES ACT, 1988
(ACT No. 71 OF 1*8)

Repofi No. 69

THE INNER CIRCLE ORGANISATION,
INNER CIRCLE SA AND

CHARLES FREDERICK VENTER
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t:.., 1. Introd* “,;

The Business Pracdces timmb (the ~m~)(l) recend instigated two en~es that were
dinvoked in what could be termed “-l@’ c~n letters . These enddes were closed down

by the Minister of Trads and Industry (- Minister). There are many varidons  of chdn letters.
Ordinary c~n letters invtiab~ operate as follows: A person recehes a War by post and js
asked not to break the c~n and to send a sum of money to the names on the Ii* The
p-ipant then sends off the money, adds his name to the bottom of the li~ deletes the name
at the top and makes a number of copies, depending on the number of names on the Ii* These
copks are then sent to other person% and jf they ~cipate, the cycle repeats itself. These chain
Iettsrs are usually not very p-b for the promoters, because there is no way to monhor
whether a new pardcipant  has forwarded monies to the names on the list

In a varition of the ordinary chain letter the promoter ensures that his/her name stays on the list
and payments by new pardcipanta to preceding participants are controlled. Example of such
chdn letters were operated by eties called Dunamus CC and Irereleng, The detail of these
scheme is set out in the timm-s Report No 60: Dunmus  Marketing CC and Wem and
Repoti No 62: AJ van Rensburg & Associates CC, also known as JvR & Associates CC, trading
as brelengs.

2. tintrolled chain letters

P~cipants to these schemes need to rwruh a number of other participants in order to recoup
their payments and make a p- The amount pdd by a new pardcipant goes into the pockets
of the promoters and the other @dpants. Mpending on the amount paid, new participants had
to recNit  a number of other -pants to recoup their tiays. Assume that a member of such
a scheme have to canvass five new @cipants to recoup his/her capital outlay. These five new
ptiipants need to recruh at M 25 new participants to recoup their payments and these 25
@ipants have to recruh another 125 participants. The schemes thus require exponential
growth in the number of pticipants to enable the previous participants to recoup their
“investments”.

Assume “E” just became a participant to a particular “controlled” chain letter scheme. “P’ would
then have in hidher possession fives-led ‘~etificates”.  “E’s” name would appear as number
five on each of the ‘&rdficates”.  These ‘~etificates” invariably have the following appearance.

The name of the promoter of the scheme often appears last on the Iisc although it could also
apm as number 1, The names “A”, “B”, ‘~” and “~’ on the list would already have had
become -ipants to the scheme at an dkr stage and their names would be pdnted on the
“ceticate”. Note that next to each name on the list are details such as ‘%ank”, “branch code”,

The timm~ was establkhed in terms of secdon 2of the Harmful Business Practices
j~ 1888 (“the Act”). The purpose of the Act is to provide for the prohibtiin or control of certain
business pra~ces  and for matters connected therewh.
2 . These - ware invesdgated in tsrms of -on 8(l)(a) of the Ati
3 . ReportM was publkhed under Nodce ~ of 1888 in Government G&ette 18972 dated
12 June 1898 and Report 82 was publ~ under Ndw 2797 of 1888 in Government G=ette
1M77 dated 20 November lM.
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;f “account type” and “account
, numbe~’. -ume “E” now

canva=ed  “Vn, ‘W’, “Xn, “~’

~i
and “Zn. In order to simplify
the explanation of the
scheme, only the procedure
following the canva-ing  of
“V,Y by tcE~~ would b e

discussed.

1 A Istd I I mrrgs 11111111
m 1

3 c ABM ! Transmiaaion 33333333
m B

4 D Nadbank ! Transmission lalalala
n

5 E Std ! I Cradii ad 2b2b2b2b
n 1

6 I Satings 34C*3C

“V” now has to deposit the required amount (Rx) into the bank accounts of each of the six names
on the list The total outiay by “V” would thus be R6x, Rx M~ng earmarked for the promoters and
Rx each for the accounts of “A, “B”, “C”, “D” and E“ “. “v” ~en has to sent the original deposits

slips together with his application form to the promoters. On the application “V” filled in his
name, address, telephone number, his bank, the branch and the branch code of the bank, the
type of account and his account number On receipt of the application form and the six deposit
slips, the promoter issues 5 “certificates” to “V”. The name of “V” would appear next to number
5 on the list on each of these “certificates”. The name of “E” would move to the number 4 spot
“D” to num~r  3, “C” to number 2 and “B” to number 1. “A” would then drop from the list “V”
then would have to find other potential participant and tie cycle would repeat  itself. The name
of “W’ would eventually appear as number 1 on all the lists of hidher own “pyramid”

The total potential amount “V” could receive would ~ ~ times 56. Should ~ ~ R* me totil
amount would be R50 times 5s =R156 250, provided that the participants canvassed by “V” each
also canvassed five others and the chain was not broken by anyone. “V” could receive more than
R156 250 if helshe participated more than once.

The explanation shows that in this example a new participant needs to recruit a number of other
participants to recoup hidher payment of Rx to make a profit These five new participants need
to recruit at least 25 other participants to recoup their payments. These 25 participants need to
recruit at least 125 new participants to recoup their payments. To recoup their payments the 125
“out~f-~cket”  participants need to recruit at least 625 new participants. There will always be
a large percentage of “out+f  pocket” paticipanb.  Given the assumptions in the example, the
percentage of participants that would not recover their payments would never be smaller than
80 per cent  This would apply to the total number of psflcipants, irrespec~e  of the stage at
which they joined the scheme.

The extent of the possible earnings of new participants is cleady limited by the extent of the
market  And the market is limited. The population growth rate does not match the exponential
rate required to make the scheme viable for all participants over a ~tivelv  short-clod. Most
if not all, of the people that part with their monies to join such schemes do so with the
expectation to make a handsome prom in the short term. Pros-e participants are invariably
informed that “opulent times” are around the corner.

These schemes can never reach a stage where everybody has recovered their payments. Those
that have not canvassed any new participants will lose their “investments:.  The “promoters” and



$

: thoee eting up w mmber  1 ~ the list stand to earn sub-l amounts. Those that have not
6t canvassed the required add~d p-lpants  till be unreasonably p~ud-. Thi$till app~

to dl patidp~ irres~ve of the stage at which they padcipated in the scheme. The monies
made by p~cipants in these types of schemes are mostiy equal to the monies lost by those
ptiipants who find that h is neady impossible to locate further interested participants.

3. Government Ndce 2724 dated 13 November 1998

Folloting  the investigation into Infer alia  Dunamus and Mreleng, the Comm~e, WM the
approval of the Minister, undertook a sectbn 8(l)(b) investigation in terms of the Act into money
revolting or pyramid schemes. w After having considered Report 63 the Minister, in terms of
-on 12(6)(@(iii) of the A@ gave notice that he intended to publish a notice in the Government
G=ette  declaring a number of business practices unlawful. One of these business pradces is
“controlled” chain letters.

4 The Inner Circle Organisation, Inner Circle SA and Charles Frederick Venter

The “business” practices of the Inner Circle Organisation, Inner Circle SA and Charles Frederick
Venter (Venter) came to the attention of the Committee on 11 November 1998. A copy of the
pamphlet distributed by Vente~$ appears on pages 4 and five of this report.

Front ~ of tie ~Mlet
THE INNER CIRCLE SAICSA

~7 W2423
10 Rtiild Avenue, Lintiaven,  ROODEPOORT  1724

Ml W7W3M

Welcome tome Inner Circle SA

TNE  INNER CIRCLE SA WS4 is a du- muti level StMel  Corporation. ICSA  is a STOKVEL  CLUB

WE /NNER  CIRCLE  SA offers yw  a uni~e opportunity to supplement your income & to exdl fi-ly
tiou@  your voluntary -~on in h /CSA MuMLeve/  Stokve/  Prwm

Ywr earning poten~  may - sstronornid,  se yw blp -r memh of THE  INNER  CIRCLE  SA to dso
supp-  Wr iwome.

4 . The Comm~’s Report No 63: “Investigation into money revolving or pyramid

‘$ schemes” was published under Notice 2723 in Government G=ette No 19455 dated 13 November
$ 1-.

5 . Other business ativties  of Venter was investigated by the Commb and closed down
by the Minister. Seethe CommWs Report No 64: ‘~lub 78 Trust, Tradeflrst  (Pty) Ltd, Brother-
imArm~velopment  Trus$ Charles Frederick Venter, Josiena Marieta Engelbrecm Belinda
~ and Others” and Ndces  2754 and 2755 in Government Gtiette 19461 dated 20 November

.>
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~ Nr. .“-.—-... - - - - Reg. . . . . . . . . . . . . . . . . . . . . . .
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ONLY F YOU~~ YW WY SE- A MLHNRE N SX ~1

OTHER SEN_

YM~*. Ywwm. m-*”dw-. hti-. w~H. ~H

NI Ms W Mr R101.M . . . ~ M!!! Mn TNE INNER CIRCLE TODAY!

TNE GREATEST O-TU~ ~R INMMMALS WS COUNTRY NAS EVER SEEN!

me Con-on is avdltile  fo mmtim only.

. . . it is important to remember that padcipation is completely voluntary.
-W7SSS4_b_R_ M . . . ...”.... @ ~~ ICSA

., . . . ..Os*m  . . . . ..Oo*m  . . . ..**o**s. m...s. *0m.*...*s**sm.Q

The pamphlet contained a number of statements that are commonly applied by the promoters of
“controlkd” c~n letters, such as:

‘Your earning *tial may time aetronomial,,~’,

“H you comp~ the first five instrucdons *in the first 24 hours after your ~nal
Introdudon and instru- No.7 tiin seven after you rmived your seven --es
from us, then your first stokvel cycle should be wmpleted w~in 5-6 months from the
date of Your m- introd-. (own undedining).

“~ble Your Money ~k Guarantee! M you folhw our step by step inetrudons and do
not mhbve  your god to earn R1 W ~ w~in 5-6 months, we are ready to send b=k

:j
,,
.,. . ..~
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The statement that ~E INNER CIRCLE SA (CS~ is a dunamic (#k) muM bvel _/
Corporatkn.  /~A is a STOKVEL CLU5’  is obvkus~  mis~ing. A genuine atokfel on~
operates amongst a small circle of family and tinds who have a rather ckse  and personal
reldonship.

On 27 November 1998 the CommW invtid Venter to address the Committee on
9 kember 1998 and g~e reasons why the business practkes of Inner Circle SA (~S~ should
not be regarded as a harmful business practke in terms of the Act and why ~A should not be
closed down by the Minitir.

On 8 hcember 1998 Venter provided an o~cial of the Commh with two documents called “The
Franchise Manual” and “The Constitution”. These documents were made availabk  to the
members of the Commtiee at its meeting on 9 kember 1~. The “Membership Application
Form”, reproduced on page 5 now contained a entry “Product or Semite”.

Venter could not attend the meeting on 9 ~mber 1998 but on 15 ~mber 1908 a Mr Philip
Marb and Ms Belinda Swam (SW-, who also featured in Repoti No M see ~ 5)
addressed the Committee.

5. The meeting with the Commhe on 15 timber 1998

A transcript of the m-rig of the Comm- on 15 bmber 1998 was taken down by an
independent firm.

Venter made a number of statements during the meeting, such as:

(a) ‘i,.,we should take away medical aid. We are not registered as a medical
institution”.

(b) . . . . . we are considering ourselves the first company ever in the history of South
African economy that is promdng an aspect where the people of South Africa for richer
of poorer are assiting  one anothet’.

(c) “I &n’t want my pr~ect to be even compared to a chdn letter. We have a
professional business. h’s a professional club wkh a professional con-on”.

(d) “The Club has cetin be-. The immedti benefi is like ws record here on the
back of this cerdfkate. h says here other beneti. Your KSA free maguine free finance
* and I@ atise and edu-on cover. That is other be-. Those are ~ term
hen- but the immediate benefi is the one at the bottom of the first page. Product or
service. ESA will promote your product or products and or servke or services on your
behalf and you pay us R101.O3 to do th~ Please supply this informadon on the
application form. On the applkation there’s product or servke. H you’re a mechank we
say put down there you’re a mechank. M you’re a engineer putdown your an engineer.
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:! H you’re a pdnter put down you’re a @nter.  What happens we have all this information
t,;., on a professid data base. H you dl the Innerdrcle of South Africa ana you want your.,

car to be serviced then the Innercircle  and you ~1 from Pretoria for example.

Now there’s about 4 or 50 members in Pretoria who may be mechanics. Then we will
,.‘, give you a list of three or four names who are mechanics in Pretoria and we Mll say you

can contact that person he is a mechanic and he is willing to provide you the same
service that you will receive from the local garage. But because his a member of the
Innercircle you will. He will provide the services at discounted rates because he did not
advetise to get you. Through our advertising programme you will be able to make use

,. of these services. And that is enough for R101,O3. There is no organisation in the world
that can give you that benefit for R101.O3. But now we say there’s a breakdown on that
R101 in fact that benefit is for nothing. h’s free.

Now never before has something like this been developed in South Africa Regardless
what anyone tells me about previous projects”.

Venter mentioned a discounted rate of 50 per cent but acknowledged that, for example a plumber
who is an ICSA member is not obliged to give this discount. The plumber will, however, give
this discount because “... you must understand he is a member. He makes R1 million in a year’s
time. So he doesn? really have to work as a plumber anymore. Because his a millionaire. So
what his doing is for members of the Innercircle and if I get my way then the whole South Africa
will become members of the Innercircle, those with open minds”.

(e) “So let me tell this Committee I have great respect for this committee. For the
fundon  that they are thereto perform. Bottom line full stop. But this comm~ee
is now telling me that as a South African I cannot do this. I cannot do this. This
is what we are doing. This is a g~. That’s your’s take it. That
is what we are doing. So if this committee is going to stop me I promise you now
eveW one present here today that I will run for government in the next election
and I will see to it that this thing will revolutionise the South African economy.
Right. But you can stop me. But I know what I will achieve you will remember
this day. What’s the date today?” (Committee’s own underlining).

(fl “Give me one year, The whole South Africa will be members of the Innercircle and
you know iti’.

R was put to Venter that his scheme was a money distribution scheme; that the scheme involved
the taking of money from some people and redistributing it to others and that no new money was
being created in the system. He was taking the same money and recirculating k. He replied:

‘What we are doing is we are in a process of distributing the funds available in South
Atica  evenly among the people of South Africa. Alright now my dream is to get these
people who are now qual to get them financially qual and the only way we going to do
that is to help one another there is not much money on the streets. So I’m gone bring
money back onto the streets”.

.; When asked what product or se-he marketed, he replied:
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‘We are mark~ng  h aervb and products that we arepremting forourpeople. But
we a-e tidng ~ on that one bti You pay R101,O3 for Iti. You never ever pay a .
m~tiaww~ymore. Right you pay R101,O3 of which R50 is your membemhip  fee.
And R43,74 b the actual Hn Aid moneys. Now everyone pays that And when the whole
South Atica are members of the Innercircle there is no saturation level because how
much money do you receive before you have received enough financial old”. The R43.74
refers to the sh names on the li~ except ICSA itself, times R7,29.

In rep~ to the qu-on of a member of the Committee whether ‘To equal themselves financially
-b) can earn Rlmillion Would everyone earn Rlmillion?” Venter said ‘Wes eveyone can . . . .
Everyone who participate All earn R1 million within one year yes”.

Venter could not understand, or did not want to understand, that for one member of ICSA to
become a “millionaire”, hdshe had to receive contributions from at least 137 175(1 million divided
by 7~) other members. He left the meeting saying: ‘Thanks gentlemen it was a pleasure being
here and ladies. But you’ll hear a lot about me”.

The CommMee resolved that Venter be informed that notice of a section 8(l)(a) investigation
would be given in the Government Guette during the latter half of December 1998. h was further
resolved that Venter be informed that he would be afforded another opportunity to address the
Commb on why the Minister should not suspend his business in terms of section 8(5)(a)fl) of
the A* These resoldons  were conveyed to Venter by fax at 15h58 on 15 December 1998.

& Nodce of the -on 8(l)(a) investigation

The til-ng appeared under Notice 3108 of 1988 in Government G=etts  18822 dated 24
-mber 1888.

“In terms of the provisions of section 8(4) of the Harmful Business Practices A@ 1988
(Act No. 71 of 1988), notice is herewith given that the Business Practices Committee
intends undertaking an investigation in terms of section 8(l)(a) of the said Act into the
business practices of-

Inner Circle Organisation, Inner Circle SA, Charles Frederick Venter (ID
8007085157 088) and any director, member, employee, agent an~or representative
of any of the aforementioned in respect of the activities of Inner Circle
Organieathn,  Inner Circle SA en Charles Frederick Venter.

Any -on may ~in a perM of fourteen (14) days from the date of this nodce make
-n rep~ns regarding the abov+metioned  investigation to: The Secr~,
~siness  Pr- Comm-, Private Bag X4 PRETORM, 0001. Tel: 012+l&W2, Fax:
012422#9 Ms L van 2$ Ref. HIO1/20/10/@(98y.

7. The meeting M the Comm~e on 14 January 1988

At 10h55  on 14 Januw lW, Venter, SW* and Messrs P Pailman, S Rsmatsoma and W Jones,
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The document of 11 January 19S9 contained the folloting headings: Goals, Our produtiservice,
Legal, Aim, R1 000000 in one year! The benefits, The marketing strategy, The people, The backup
team, The promoters and tinclusion.

Under “gals” h was stated:

“Our Ion$term goals are to reunite the people of SA; to create relationships across the
full spectrum of nationalhies  of our rainbow nation;

Our product will stimuhte productiv~

Our Stokfel program will create job opportunities and stimulate the economy through the
redistribution of weahh resources. The main aim of our Stokfel program is to create a
balanced, more wea~ier  society-through the participation (contribution) of the people of
SA, a better, hea~ier,  wetiier society will be created”.

In conclusion Venter stated:

“As the Chairman of ICSA, I pe~on  the support of the South African BPC. 1 fufiher urge
the necess~  of a calculated decision, since e~er a YES, or a NO will determine the
future of our nation”.

In answer to a quetion by a member of the Committee, Venter said that the “... marketing method
of ICSA had not changed at all since the last meeting with the Committee”. Venter was told that
the timmittee  would recommend ~ the Mini*er  that his (Venter’s) business Pra~ices WaS not
acceptable.

8. The letter from Venter dated 18 January 1999

On 18 Janua~ 1999 the timmittee  received the following letter from Venter:

“In response to our meeting held on 14 January, 1999

R was clearly established, at the above meeting, that the committee was not too concerned
M the beneti avdlabb  to members of ESA,  but rather w~ the method used to
promote membership, i.e. new recruh  are obliged to introduce at least 7 (seven) more
members in order to benefi in anyway.

ICSA have taken cognizance of this aspect of its business. R was further emphasized at
the above meeting that this very aspect - then described by a cerain committee member
as “head hunting” - categorises ICSA as a “pyramid’ scheme.

.’
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i
3!;~ ,.’ , BA acktiedges this very oomrn of the oommti, that if any indivMud,  who joins

,.”,;,/ ‘the lnnerCir~ do notl-oe more members, then Wch inditid~ till ‘not beti
i’ ~ fltidly from ~-in the KSA Stokvel P~ograrn. After the above ting we ~4., understand that this is the amm~ees’ MAIN CONCERN. (If we still misunderstand,

..: please advise?)

ICSA have thus adapted our “method used to promote membership”. From 18 January
lW, newly rwruited members will no longer be required to introdu= more members in
order to bene~  from our Stokvel program. We have also agreed to simply operate a
Stokvel - true to the Stokvel tradition in SA. Thus, we will administer the poolmoneys and
payment of such poolmoneys will be effeded monthly, poolmoneys will be daposited
dir-y into the personal banking mounts of participants.

ICSA will introduce new members themselves. ICSA will develop into a marketin~house,
thus the advantage that no member/participant will have to introduce other
people/members/pa~icipan@ themselves in order to benefit financially from our Stokvel
program.

We attach our adapted Stokvel Certificate and/or application form.

The ad~~d method- whaf does tie new member  receive?

Since the new member now has to do NOTHING in order to benefit financially from our
Stokvel Program, ICSA will simply issue a guarantee certificate (agreement) which states
that if the member do not remive at least 10 times their original poolmoneys (we are thus
dso  moving away from the R1 million in 1 year SSV~)~ depos~ed dir~Y i~ his~er
banking mun~ within 1 year after entrance, then ICSA will be ready to refund double
their total statip costs. ICSA will also provide the new member with a Constitution.

We are willing and prepared to attend a 3d meeting, if the committee should so wish, in
order for us to illustrate/demonstrate/communi~te  the above modifications.

We sincerely hope that these modifications meets with your approval.

Yours Faithfully

CF Venter
Chairman”.

,. ,.,,.,
,. .,.

,:

The “... adapted Stokvel Cetifiate andor application form” are reproduced on the following two
Pm”

Venter’s statement that “... the committee was not too con=rned  with the bene~ avdlable to
members of ICSA, but rather with the method used to promote membership” was a clear
indi~tion that he did not understand the basic problem the Committee had with his scheme. The
moneys “earnti’ by the fortunate small minority in Venter’s scheme will be equal to the moneys
lost by the unfortunate large major~.
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!‘$ The ti~r statement that “... We have ho agreed to simply operate a Stokvd - true to tho
xltrad~ in SA’’daos~thatVe~rmd hb ~~do notu~m~l

4 tradm in SA”. A genuine stokfel  does not consist of hundreds of peopk. The ~ in
a stokfel comprises a small social unh of peopk who know each other and who can im~ b
obligations of the individud stokfel members.

The Inner Circle SA
10 Rothchild Avenue, Lindhaven, Roodepoort, 1724

Tel. (01 1) 76M502

Wellcome to The Inner Circle SA
The Inner Circ/e SA (/CSA) is a dynamic Stokvel Corporation,

ICSA offers you a unique oppotinity  to supplement your income&to excell financially through
your voluntary participation in the /CSA S@he/  Program.

HOW to become a member - basic lNSTRUCTIONS:-

- How to supplement your monthly income in 5 easy steps -

Enter your name & required details on the membership applbtion -on of your
certificate and pay your entry costs of Rl~O to the person who introduced yw. Such
entry costs comprise of the moneys payable in (2.) and (3.) below.

Pay your stokvel poolmoneys  of R43-74. Such poolmoneys  are payable as a gti towards
prosperity to each of the six members (group status 2- 7), appearing on your ~SA
Stokvel List on the back of this cetiificate and comprise of a deposR of R7-29 into each
of these accounts. Your introducer is obliged to deposit such poolmoneys  dirdy into
the ICSA account, group status 1 on your stokvel Ii* KSA will then deposh such
poolmoneys,  on your behalf, into each of these six accounts, on the last thureday of every
month.

Pay your program marketing and management fee of Rl~ti, which e~es you to be
taken up into an ICSA Stokvel Group, with your name and ~unt d~ls in poaMon no.
7 on seven stokvel lists.

The person who introduced you shall then post or deliver your comp~d membership
application form, together tih the above deposti slip and a copy of the cash receipt
issued for your en~ costs received, in (l.) above, to: The Inner Clnh SA, Admln ~,
P.O. Box W7 florida 1710.
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;,. 5. ICSA  till then intrdu~ a minimum of seven more membm MO till h tien up into
{ your Sto~l Group . . . that is all! The more people BA intrduce,  cm your Whdf, the4

higher till h your Stil poolmoney *ins.
-’
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Ahgh Venter stated that “... we are thus *O moving away from the R1 million in 1 year

~ ~, the second page of the “Stokvel Ceticats andor  application form” ~11 shws that RI
1 000-OcouMbeti~r*N@*”. The”5  easy steps’’ eetouton*fiti~d) the ‘Stokvel Cetite an~or  appl~on form” would confuse most pros~ve members.
>1

The only “amendmeti’  to the scheme was that ICSA would now canvass new members and not
the individud members themsehres.  This subterfuge does not change the harmful aspects of the
scheme to pdcipants.

9. The meeting WW the CommW on 11 February 1M9

Venter and Swati again addressed the Comm- on 11 February 1999. Venter tried to convice
the Committee that the contributions of CSA members are what he described as “gifts towards
prope~’ and that all ICSA participants would make handsome profits in the long run.

10. Conclusion

The Comm~ is of the opinion that ICSA participants would be unreasonably prejudiced. At any
time the greatest major~  of the participants is at risk. The relations between those participants
who have not recouped their payments and the business, ICSA, will be harmed. In terms of the
Act this by Wti would con~te a harmful business practice.

The principles of a free market economy are not absolute they are relative. For example, the right
of an individud to free market activ~ is counterbalanced by the right of an equally free society
to curb h excesses. Some peopb might contend thag where informed indivMuds engage in a
business undertaking in which a sub-al number of such individuals are likely to lose their
money, such bee was not unreasonab~  prejudicial because those individuals made a free and
informed decision. The essential flaw in this contention is that the reasonableness or
unreasonsbkness  of the prejudice inherent in the practice of a business entity likely to be
suffered by a substantial number is not the purview of the free individual but of the free society.
What is reasonable in the perspective of the free individual is likely to be unreasonable in the
perspective of free society when substantial numbers are involved. The standards of
reasonableness Wll also depend upon the facts of each particular case, regard being had to the
operational methods and controls of the business practice, the extent of disclosures in the
absence of regulatory mechanisms and the accountability of its office bearers.

The Commh is of the opinkn, for the reasons advanced, that the activties of ICSA constitute a
harmful business pracdce as defined in the Act. The Commtiee is further of the opinion that the
harmful business pradce  is not jusdfied in the Dublic interest and that the Minister should take
steps in terms of- Secdon
business pr-ce.

11. RecommenMon

12(b) ‘and (c) of the .Act to prevent Venter to cotinue the harmful

The business pradces of Inner Circle South Afriw Venter and his associates consdtute harmful
business practices. There are no grounds ju~fying  these pr-ces In the public intere~ his
accordlng~ recommended that the Minister declares the hmful business prbs as applied
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by the paroles un~wful in terms of Sectbn 12(1)~) of the Ad

The @es are Inner Cl- South A- C*S Frederbk  Venter and any partbl~ age~
representative, empbyee or any other person on their - (hereafter referred to as ‘the
afotid persons”). k is recommended that the Minister order the aforedd persons to sfay or
~ve~the business practbe whereby the aforedd  persons, in the course of the business of any
of the aforesaid persons, dirtiy -or indirecdy -

invbs  any person (hereinafter referred to as the “participating person”) to enter
into any arrangement wti any of the aforesaid persons the terms whereof include
any provision which have the effect that the pa~icipating person is obliged to
make a payment of a financial consider~on  wh the prospect of such
patiicipating person receiving payment or other mone~related beneti, dire~y
or indiredy,  from hitier pdcipation or that of the aforesaid persons in the
recruitment of other persons to enter into similar arrangements with any of the
aforesaid persons;

(b) enters into any arrangement with any person the terms whereof includes any
provision which has the effect that the participating person is obliged to make a
payment of a financial consideration with the prospect of such participating
person receiving payment or other mone~related benefii,  dir-y or indirtiy,
from hisher pafiicipation or that of the aforesdd persons in the recruhment of
other persons to enter into similar arrangements with any of the aforesaid
persons;

(c) accept any financial consider*n from any person in terms of any arrangement
which flnanc~  consideration is used in part or in full to fuMl ti obligations of
either party to make payment to a third party who has entered into a similar
arrangement with any of the aforesaid persons; and

(d) make any payment of any financial consideration or give any moneyrelated
benefi, directly or indir~y, to any person in terms of any arrangement as
prohibbd in terms of paragraph (b) or (c) above.

LOUISE A TAGER
CHAIRMAN: BUSINESS PRAC~CES CWM~EE
11 FEBRUARY 19W
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DEPAR~ENT  OF TRADE AND INDUSTRY

CONSUMER AFFA~S (UNFAIR BUSINESS PRACTCES) ACT, 1888

1, Abxander  Etin, Minister of Trade and Industry, after having considered a repoti by the

Business Pracdces  Commti in relation to an invedgation of which ndce was given in General

- 31U of 1~ published in Government Guette  No. 18822 of 24 December 1888, which

report was published in Notice 1147 in Government Gzette No. 20186 of 14 June 1999, and being of

the opinion that a harmful business practice exists which is not justified in the public interest, do hereby

exercise my powers in terms of section 12(1)(b) of the bnsumer  Affairs (Unfair Business Practices)

Act, 1988 (Act No. 71 of 1988), asset out in the Schedule,

A ERWN

MINISTER OF TRADE AND INDUSTRY

SCHEDULE

In this n~ce, unless the context indicabs otherwise -

“harmful business pradce” means whereby any person, in the course of the business of any of

the persons identMed under “parties”, directly and/or indirectly:

(d invhs  any person (hereinafter referred to as the “participating person”) to enter

into any arrangement ti any of the afor~d persons the terms whereof include

any protisbn  whkh have the effect that the paticipdng person is obliged to

m~e a payment of a financial consideration ti the prospect of such

ptiipating person receiving payment or other moneyrelated be-, ditiy

or !ndirdy, from hisher patiicipation or that of the aforesaid persons in the

recrutint of other persons to enter into similar arrangements - any of the
persons imed under “pties”;
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... .!.,;,, .,4 (b) enters into any -merit * any person the terms whereof includee any
.+., pro~sion whbh has the effect that the -@rig person is obliged to make a

payment of a flnancid consideradon M the proepect of such ptiipadng

person receiting payment or other moneyrelated ben~, dirdy or indirecdy,

from h- @ci~on or that of the afotid persons in the recruhent of

other persons to enter into similar arrangements ti any of the persons ide~ed

under “ptis”;

(c) accept any financial consideration from any person in terms of any arrangement

which financial consideration is used in part or in full to fulfil the obligations of

e~er pa~ to make payment to a third paw who has entered into a similar

arrangement w~ any of the persons identified under “pa~es”;  and

(d) make any payment of any financial consideration or give any moneyrelated

benefit directly or indirectly, to any person in terms of any arrangement as

prohibited in terms of paragraph (b) or (c) above.

“the paties” mean Inner Circle %uth Afric& Charles Fredeflck  Venter and any particip~ age~

representative, employee or any other person on their behalf.

1. The harmful business practice is hereby declared unlawful in respect of the patiies,

2. This ndce shall come into operation on date of publication.
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