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Sun sets on 12J investment scheme
By Jarryd Neves

I

nitially created in 2009 to drum up
investment, create jobs and stimulate
the economy, the 12J investment scheme
is no more.
According to an assessment done by
Treasury, the 12J tax incentive has not ‘sufficiently achieved’ its objectives, but rather
provided a ‘significant’ deduction in tax for
wealthy South African taxpayers. According to Treasury, most of the investments
that were supported by the tax incentive
were ‘low-risk or guaranteed return ventures that would have attracted funding
without the incentive’.

“Based on this information, the incentive seems to give a significant
tax deduction to high net-worth taxpayers that cannot be justified
given its limited economic impact.”

Venture Capital Companies
National Treasury has gained information
from 100 VCCs (Venture capital companies) and a further 360 qualifying companies in order to gauge the performance of
the 12J tax incentive.
R11.5bn had been invested on which, says
Treasury, a 100% tax deduction was applicable. R4.2bn was invested at a company
level. For 2019/20, the tax accrued from
these qualifying companies amounted
to R207m, ‘half of which was VAT’, says
National Treasury.
Jobs
On the job creation front, these qualifying companies employed 8,239 people, ‘of
which 4,035 were in direct employment’.
Of the qualifying companies to receive
VCC funding, 37% added new jobs to the
economy. In a recent article published on
BizNews, The 12J Association of South
Africa commented that up to 74% of these
new jobs were ‘taken up by historically
disadvantaged individuals’, with 25% of the
investments made into rural areas.
‘Over 50% of the investments appeared to
be in low-risk moveable asset rental structures, low-risk income-producing invest
ments and guaranteed-return real estates’,
says Treasury.
Tax revenue
Since 2015/16, total foregone tax revenue
due to the 12J incentive totals R1.8bn ‘of
which R1.7bn went to individuals who
had a taxable income and VCC investment above R1,5 million per year’. Prior to
the introduction of the R2.5m deduction
cap, R745m of revenue was foregone in

2018/19, reports Treasury.
‘Based on this information, the incentive
seems to give a significant tax deduction
to high net-worth taxpayers that cannot be
justified given its limited economic impact’.
The incentive, said The 12J Association of
South Africa, is ‘an ideal existing mechanism that should be leveraged to grow local
jobs, retain local investment and develop
the transformative gains that have already
been made.
Consequently, the 12J tax incentive will
not be extended beyond the current sunset
date of 30 June, 2021.
‘The incentive has instead provided a generous tax deduction to wealthy taxpayers’
said Treasury.
Read also:

Minister of Finance Tito Mboweni walks to Parliament to deliver the 2021 Budget
Speech. [Photo: GCIS]

How to slash your tax bill, from RAs
and 12J companies to tax harvesting

Webinar: a re-introduction to 12J

T

he 12J investment scheme will be no more after June 30, 2021. And with weeks left to take advantage of the tax benefit, BizNews
has brought together a few of the investable projects taking advantage of this. BizNews founder Alec Hogg will facilitate the
webinar and is joined by: Deon Lewis from Futureneers, 12Cape's Hugo Venture, Lucid's Gidon Novick and Jaltech's Jonty Sacks.
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Invest in prime Atlantic Seaboard real estate

C

ape Town properties that combine
the space and privacy of apartments
with the conveniences and luxuries
associated with upmarket hotels are
attracting a lot of interest from real
estate investors and business and holiday
travellers. In this podcast, Hugo Venter of
12Cape shares the details of a 12J investment
opportunity that takes advantage of the
demand for sectional title properties
that boast sea and mountain views. Time
is running out to use the tax deduction
associated with 12J schemes, with the
tax incentive ending in June. For more
information click here. – Jackie Cameron
Hugo Venter on his background
“I lived in the UK for 17 years, moved
back to South Africa and looked around at
opportunities that exist within the country.
One of the things that was clear to me is that
SA is a beautiful country. We drove through
the whole country for three months. You see
amazing beauty in the countryside, meet lots
of foreigners here on holiday and I realised
that in future, there will be more and more
attractiveness for people to come to South
Africa. When you speak to people, you just
hear these ideas that they’ve got – a very
entrepreneurial spirit which I like a lot. We
sat down and said, “If I stayed here, what
would I like to be involved in?”
The hospitality [and] tourism industry was
an obvious one for me. It does something
great for the country. It creates jobs and it’s
something that you could do even if you are
unskilled, you can be involved in the industry

or you could be the CEO of a company
involved in that industry. The key thing is,
how do we make it a viable investment for
people? That’s how, I think. 12J got attached
to that opportunity.”
On 12J investments
“12J is something I knew quite well from
my days in the UK, because in 1995 they set
up venture capital trusts. It’s been running
for a very long time, very successfully. They
raise anything between £600-£700 million
every year that gets invested through these
companies. What we did in South Africa
was actually copying that regime. When I
came back, I thought it is quite clever for
the government to come up with an incentive

for people, to know where their tax money
is going [and] direct their tax money into
areas where you can create jobs. We [12Cape]
then married those two. We really saw the
opportunity in hospitality [and] tourism. It
was great, but how do you make it something
that people want to invest into? Then, we
attached a 12J incentive to it. I must admit,
it’s worked out quite well.”
On his underlying business model
“When I moved back, I couldn’t find
accommodation anywhere in Cape Town
and that was because it was the ‘boom’ time
of Airbnb. Everyone was renting out their
place through Airbnb because there was a
very high demand for it. I didn’t want to go

stay in a hotel because the rooms are too small
and I’ve got a young family. The place that
you find is in the middle – somewhere where
you can have space, self-catering and invite
friends over. But some days you wake up and
you think, “I’d really love if someone could
come in and clean today.”
You could order a coffee or go upstairs to a
communal area/swimming pool and just relax.
It sits in the middle of those two. When we did
our research, we found that this is the biggest
growing area in hospitality globally. If you
search around, you’ll find quite a few articles
on Bloomberg [and] The Wall Street Journal,
where there are already funds in the US and
Europe being set up that invest specifically
into this area [apartment hotels]. We think
that especially during Covid, this really
worked quite well. Again, if you’re in a hotel
during that period, you’re very isolated. It’s a
small space to operate in [and] the communal
areas are closed.
If you’re checking into an Airbnb, you never
know what you’re going to get. Because we
have facilities here to make sure everything
gets cleaned, everything gets done by the rules.
People can check-in and enjoy all of those
things in one place. But the other thing for
us, within the ‘aparthotel’ model that’s really
exciting, is that if you buy a hotel, you own the
whole building. A building itself – if you want
to sell that building – is quite complicated
because there are very few buyers of a building
with R200 -R400 million cost attached to it.”
Click here for the full article

S12J tax benefits with long term compounding
Brought to you by 12Cape

1

2Cape is a Section 12J investment
vehicle which owns and grows a
portfolio of prime aparthotel assets
in Cape Town operating under the Latitude
Aparthotel brand, that demonstrated
its resilience through the pandemic by
achieving an occupancy rate of 75% since
opening in November 2019 (median 79%).
Its aim is to deliver attractive risk-adjusted
returns to shareholders for the medium to
long-term with a simple and clearly defined
strategy.
In the previous article (12 May 2021) we
discussed how a portfolio of prime aparthotel
assets in Cape Town achieve this aim. But
delivering attractive risk-adjusted returns in
the medium term also creates an opportunity
to deliver compounding returns over longer
periods of time. Amongst the important
ingredients for this outcome are finding and
investing in assets with structural growth
potential, limiting undue risk (including
assets located in active and liquid secondary
markets) and ensuring the profile yields a
diversification benefit of sorts. The strategy
is implemented by investment professionals
with extensive experience in the relevant asset
classes, and who are also invested in 12Cape
Limited.

Returns: The long term return potential
of a portfolio of aparthotels in prime areas
is derived from five independent drivers,
three of which are supported by global and
local structural tailwinds, and net income
distributed as a dividend:
1. The Section 12J tax benefit, which ends
on the 30th of June 2021: A 100% deduction
(equal to the investment amount made),
from the taxable income of the investor
(who can be an individual, company or
trust) provides a significant upfront cash
benefit to investors – up to 45% for high
income taxpayers. Taxpayers who invest
in such approved vehicles are allowed an
upfront deduction for their investment,
whereas most equity investments are not tax
deductible. Background to Section 12J of
the Income Tax Act: Government introduced
the venture capital company tax incentive
in 2009 to encourage the growth of SMEs
and employment. In its recent assessment,

however, the National Treasury determined
that the incentive did not sufficiently achieve
its objectives[1] but instead, provided a
significant tax deduction to wealthy taxpayers.
The results showed that R11.5 billion had been
invested in Section 12J Funds over the period
(on which a 100 per cent tax deduction was
applicable), which led to the employment of
8,239 people. The incentive will therefore
not be extended beyond its current sunset
date of 30 June 2021.
2. Investing in Prime Real Estate in Cape
Town at bulk pricing: Historically viewed as
a store of value, Prime Real Estate (especially
smaller, tradable units) is an asset class typically
only accessible to wealthy investors or owners,
and has proven to be defensive and attractive
over long periods. This is not surprising if
one simply juxtaposes the increasing demand
for new properties in prime areas the world
over (consider that the number of adults,
globally, with at least one million dollars in

wealth has almost doubled from 24 million to
close to 50 million between 2010 and 2019)
to the physically constrained supply thereof.
Interestingly, prime real estate often becomes
more attractive in relative terms during
turbulent times, as demonstrated in London
during the financial crisis. A asset values in the
12Cape target area, with natural boundaries
being Table Mountain and the Atlantic Ocean
appreciated by more than 10% p.a. over the
past 15 years. This benefit is amplified by scale
and the potential to purchase assets at bulk
pricing with a “time value of money” benefit
to both the developer and the investor. The
assets are located in an area with an active
and liquid secondary markets.
3. The rise of the aparthotel: The 12Cape
owned Latitude Aparthotel has, in a short
space of time, become a leading aparthotel
and favourite destination since its launch in
November 2019 with an average occupancy
of 75% (median 79%), outpacing that of
traditional hotels and “airbnb” type lettings.
This result is not out of kilter with global trends,
where, pre COVID, aparthotels comprised c.
3% of the total accommodation supply in the
UK & Northern Ireland pre-Covid (vs. 9% in
the USA) but rapidly growing.
For more information on this investment,
click here.
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Section 12J tax benefits & reasons to invest in 12Cape
consider 12Cape as an investment option
right now:

Brought to you by 12Cape

1

2Cape public company and Section 12J
investment vehicle which owns and
grows a portfolio of prime aparthotel
assets in Cape Town which operates under
the Latitude Aparthotel. Its aim is to
deliver attractive risk-adjusted returns to
shareholders for the medium to long-term
with a simple and clearly defined strategy.
How does a portfolio of prime aparthotel
assets in Cape Town achieve this?

Returns: The long term return potential of
a portfolio of aparthotels in prime areas are
derived from five independent drivers, with
net income distributed as a dividend. Please
read a more in depth discussion on these
drivers in our next article. But to summarize:
1. The Section 12J tax benefit, which ends
on the 30th of June 2021. The incentive
will not be extended beyond its current
sunset date of 30 June 2021.
2. Investing in Prime Real Estate at bulk
pricing.
3. The rise of the aparthotel.
4. Global Tourism and Travel, with specific
focus on Emerging Markets and the rise
of the middle classes, the preferences and
demographics in High Income Countries,
technological advances in travelling, and
Remote Working.
5. The Latitude Aparthotel brand model has
demonstrated its resilience through the
pandemic by achieving an occupancy rate
of 75% since opening in November 2019
(median occupancy of 79%).
Diversification: The diversification benefits
of an investment in 12Cape Limited by an
investor will depend on the remainder of
such an investor’s portfolio. It is worth noting
that the performance of the 12Cape assets
are designed to be uncorrelated to SA Inc
by virtue of internationally funded guests,
and/or inversely correlated to the level of the
Rand as a cheaper rand generally makes ours a
more competitive destination, and exposure to
prime real estate (especially apartment-style)

which generally behave differently from other
real estate markets, and are located in active
and liquid secondary markets.
Compounding: The explanations above
would not be complete without a sense of
permanent harmony with society: In 2017,
global tourism employed one in ten people
on the planet. In South Africa, it is estimated
that a permanent job can be sustained by less
than ten tourist arrivals (this is lower than
the c. 30 globally). With permanent natural
advantages like our shared timeline with
Europe, inverse seasons, and unmatched
natural beauty, tourism is well placed to
make a meaningful positive difference to
employment in South Africa. Consider further
that the Section 12J tax incentive promotes
capacity building in the tourism sector, and
amounts to a simple transfer of the tax burden
from the investor to the tourist: funded in hard
currency, boosting the local economy, and
creating much needed employment. Given
capacity constraints in our country and our
city, the specific allowance for Section 12J
investment in hotelkeepers seemed like a winwin decision from the Government.
Risk: Control-ownership of high quality

residential apartment blocks in prime
areas with conservative gearing (or a net
cash position, as 12Cape currently has)
provides a strategic value underpin to the
portfolio. This was demonstrated recently
by the marginal change (of less than 10%)
in property asset values despite a global
Covid-19 pandemic. The liquidity risk profile
of the 12Cape portfolio is further reduced by
the full tax deductibility of the investment
which is akin to an upfront cash benefit of
up to 45% for individual investors with high
marginal tax rates, and the modular structure
of our asset base (with building blocks
comprising of individual units with separate
title deeds in located in active and liquid
secondary markets, albeit located in 12Cape
controlled apartment blocks). The strategy is
implemented by investment professionals who
have extensive experience in the relevant asset
classes, and who are also investors in 12Cape
Limited, which is registered as an unlisted
public company with requisite independent
governance and control structures in place.
Why now? “The best time to plant a tree was
20 years ago. The second best time is now” is
a wise proverb often employed in investment
speak. There are, however, good reasons to

Leading Section 12J investment vehicle

A

nother deep dive in the final 12J
investment season, as the tax
incentive window closes on June 30.
12Cape is a leading Section 12J investment
vehicle that allows you to deduct 100% of
your investment from taxable income.
12Cape owns and grows a portfolio of prime
assets in Cape Town operating under the
Latitude Aparthotel brand and distributes
accommodation income as dividends. It is
a registered unlisted public company with
requisite governance and control structures
in place.
For more information about 12Cape, or to
invest: click here.

One: The 12J benefit ends on the 30th of June
2021. Minister Tito Mboweni announced that
Section 12J of the Income Tax Act relating to
the venture capital company (VCC) incentive
will not be extended beyond 30 June 2021.
As this news spells the imminent end of a
generous and innovative tax incentive to
create jobs, it also provides much needed
clarity for Section 12J funds (VCCs) and
their qualifying companies. For investors, it
means that investments in approved VCCs
before the 30th of June 2021 will be 100%
deductible from their taxable income.
Two: We have witnessed a dramatic reduction
of accommodation supply in our target areas
as a result of COVID-19.
Three: COVID-19 also brought about an
opportunity to invest in strategic assets
unlike any we have witnessed, and at attractive
pricing points.
Four: In light of the “end of 12J”, the investment
model of 12Cape remains unchanged. 12Cape
and its Latitude Aparthotel was created with
Section 12J capital and would not have existed
without it. The model being proven and
successful means that it is a natural time to
replicate and scale it with larger institutional
capital allocations after the 30th of June. It
is for this reason that 12Cape is working
with institutional investors interested in an
investment case which rests on independent
global structural trends to generate attractive
risk adjusted returns to shareholders over
long periods, without having to rely on a tax
incentive. This is not the only example of how
“12J” catalyzed foreign direct investment, with
concomitant job creation and other positive
spin-offs. 12Cape expects more such investors
on the basis of a robust investment case proven
by 12J capital over time.
Finally: Investors can still deduct 100% of
their investment in 12Cape Limited from their
taxable income by investing before 17.00 on
the 30th of June 2021- contact us here.
Section 12J: The brighter side of the
Sunset Clause
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Section 12J – The “fund”amentals of Section 12J
Section 12J funds have historically been
guilty of promoting the tax benefit as
opposed to the performance of the underlying investments. Make sure you understand how the investment has performed
historically.
Infinity Anchor Fund is one of the few
Section 12J funds with a positive and
proven track record, which is supported
by historic returns. Infinity Anchor Fund’s
diverse portfolio has generated impressive
returns and is on track to achieve a return
of approximately 15% p.a. (inclusive of the
tax benefit), for its 2018, 2019 and 2020
investors.

Content by Jaltech Fund Management

O

ver the past 5 years, Section 12J
funds have become an increasingly
popular tax shielding mechanism
for investors, allowing them to significantly
reduce their capital gains or income tax
liabilities. However, the attractiveness of a
Section 12J investment is largely dependent
on the investment fundamentals, such as
historic performance and the nature of the
underlying investments.
In the earlier years, many Section 12J
funds were associated with numerous
drawbacks such as unreasonable performance fees or an inadequate pipeline of
investments. As a result, these funds found
themselves losing significant market share
due to competing funds outperforming
their returns.
To ensure that an investor’s next Section
12J investment has the basic fundamentals
in place to generate positive returns, investors may want to compare the following
investment fundamentals which are inherent in the Infinity Anchor Fund before
investing.
Exit
Exiting the investment at the end of the
5-year term is potentially amongst the
biggest risks to investors. Investors should
therefore be mindful of the exit strategy

Jonty Sacks (Partner)
that the Section 12J fund has in place, so
that the risk and likelihood of exiting soon
after the 5-year term, is clearly understood.
Infinity Anchor Fund’s exit strategy is
aligned with its underlying investee
company’s strategy, in that the underlying
asset rental contracts within the investee
companies can easily be sold to financial
institutions, thereby unlocking liquidity
within the investment.
Track record of performance

Fees
Performance fees charged at the end of the
investment term can significantly erode
investors’ returns. Investors would benefit
by seeking to understand the performance
fees and by avoiding investments that
charge a performance fee on the growth of
the investment and on the tax benefit. This
is commonly referred to as net investment
performance fees.
Infinity Anchor Fund charges a performance fee of 20% on the growth of the
investment only and this fee is only paid
once the investor exits the investment.
Risk profile
It’s critical that investors understand the
risk profile of the investment and that the

risk profile makes sense in relation to the
investor’s current portfolio of investments.
Infinity Anchor Fund is of the view that
its risk profile is on the lower end of the
risk spectrum. This is largely due to the
fact that Infinity Anchor Fund invests in
businesses that are backed by movable
assets that generate stable revenue either
through the rental of these assets (such as
water metering rental companies, industrial washing machines etc.) or through long
term contracts (such as an investment in
solar or fibre infrastructure).
Dividend income
Section 12J funds are permitted to distribute dividends to investors during the
investment term. For investors who are
looking to generate income during the
investment term, Infinity Anchor Fund
has a track record of paying semi-annual
dividends of 5.1% p.a. since inception.
Investor funding
Given that many taxpayers aren’t in a
financial position to make a tax-deductible
investment in June, Infinity Anchor Fund
2021 has arranged the support of a financial institution to provide low-interest rate
loans to investors who are looking to invest
in Infinity Anchor Fund 2021, before the
end of June.
Read more on this investment here.

Section 12J performance in the spotlight
Content by Jaltech Fund Management

J

altech’s Infinity Anchor Fund has
been in the spotlight following the
announcement of its recent results.
Infinity Anchor Fund focuses on investing in
businesses that are underpinned by movable
assets and generate revenue either through
the rental of assets (such as security rental
businesses, water metering companies
etc.) or through long term contractual
relationships (such as fibre infrastructure,
solar etc.).
Gaurav Nair, the CEO of Infinity Anchor
Fund, says that “Infinity Anchor Fund 2021
invests in businesses which aim to generate
moderate growth and consistent dividends
for investors through the cashflows which asset-backed businesses yield. Our three-year
track record of consistent results has proven
the effectiveness of our investment strategy.”
Current investments
Infinity Anchor Fund’s portfolio is made
up largely of asset rental companies, such
as Secutech. Secutech is a provider of security related technology to body corporates,
estates and security companies. Gaurav
states that “Secutech has been an excellent
investment, the company has fared well during the pandemic and has recently yielded a

return of approximately 10% to the fund.”
Another standout investment has been
Rise Telecoms, Rise Telecoms installs fibre
infrastructure in buildings and then sells
data to the residents. Gaurav mentioned
that “Rise Telecoms has far exceeded our
expectations, and the growth in this company is excellent, particularly given the rise
in data consumption due to COVID-19. We
are hoping to invest a further R20 million
into Rise Telecoms this year.”
Performance
Infinity Anchor Fund’s diverse portfolio has generated impressive returns, as
a result, Infinity Anchor Fund has paid
out 6-monthly dividends over the past 30
months and is on track to achieve a return
(inclusive of the tax benefit) of approximately 15% p.a., for its 2018, 2019 and
2020 investors.
Gaurav says that “Infinity Anchor Fund’s

returns are attractive even if one ignores the
tax benefit, most Section 12J investments are
reliant on the tax benefit to generate returns
to investors, we on the other hand regard the
tax benefit as a bonus.”
In addition to the impressive portfolio
of investments, Gaurav believes that it’s
very difficult for competing Section 12J
investments to outperform Infinity Anchor
Fund. Gaurav’s statement is supported by
the fact that competing Section 12J investments have made two huge mistakes. These
include:
“Charging investors performance fees which
are earned not only on the growth of the
investment but also on the tax benefit. If one
considers the latter, investors are charged a
performance fee of 20% on the 45% tax benefit, imagine starting off in an investment
9% down” says Gaurav.
The second mistake, Gaurav believes, is
that competing Section 12J investments

have raised more capital than they can
invest in a single year. Gaurav noted that
“there are Section 12J investments which
have been holding investors’ capital in a
money market account for years and, as a
consequence, these investments are performing poorly.”
Another factor that is completely out of
the control of competing fund managers,
is that these fund managers have invested
in new property investments. “Given the
impact of COVID-19, the property industry
has been decimated and, as a consequence,
so too has investors’ returns” says Gaurav, he
further adds that “property backed Section
12J investments are mostly investing in new
property developments, despite the fact
that it’s a buyer’s market. One would have
thought that it would make sense to rather
buy existing assets which are being sold at a
huge discount.”
New investments
Gaurav is confident that the asset rental
market will continue to perform, particularly given that during difficult economic
times, corporates and individuals tend to
enter into rental arrangements as opposed
to committing capital into new assets.

Read the full article here
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12J Investment Opportunity – Infinity Anchor Fund

A

nother deep dive in the final 12J
investment season, as the tax
incentive window closes on June 30.
In this webinar Jaltech’s Gaurav Nair and
Jonty Sacks dissect the Infinity Anchor Fund.
The fund was the top performing Section
12J investment in 2019 and 2020. Infinity
Anchor Fund invests into a portfolio of asset
backed businesses which earn rental income
from the leasing of movable assets such as
fibre infrastructure, technology, equipment,
machinery, vehicles etc. Investing in
businesses which collect contractual cash
flows, has allowed Infinity Anchor Fund to

target a six-monthly dividend payment to
investors. For the current financial year,
Infinity Fund Managers will be raising
capital in Infinity Anchor Fund 2021 (FSP
49376), at a minimum investment value of
R100,000. In order to assist taxpayers with
making a Section 12J investment, Infinity
Anchor Fund 2021 is able to facilitate
funding of up to 95% of the investment
amount. This means that a taxpayer who
is looking to invest (as an example) R1m,
will only need to contribute R50,000 (5%)
before the end of June and still obtain the
tax benefit on the total investment of R1m.

Section 12J investment with market-beating performance
Content by Jaltech Fund Management

T

axpayers who are interested in adding
Section 12J investments to their
portfolio before the end of June, are
advised to consider how these investments
have performed historically. A proper due
diligence may reveal that the majority of
Section 12J investments do not publicly
report their returns and, when requested

to, rely mostly on the returns generated from
the tax refund as opposed to the underlying
investment returns.
The Infinity Anchor Fund is one of the
first Section 12J investments, to differentiate itself from its competitors through
its consistent annual performance, outperforming the majority of the Section
12J market. The fund manager discloses
both actual and expected returns and
has maintained consistent semi-annual

dividend payments over the past few years.
Gaurav Nair, CEO of the Infinity Anchor
Fund says, “We encourage taxpayers to
assess the merits of investments in this niche
investment segment based on actual historic
returns, after taking all fees and all taxes
into account. Once this is done, investors
will realise how exceptionally strong Infinity
Anchor Fund‘s year-on-year performance
has been”.
One of the standout investment consid-

erations for Infinity Anchor Fund, is that
it offers investors the comfort of income
by way of semi-annual dividends, and the
expectation of moderate capital gains at the
end of the investment term.
Read the full article here
Infinity Anchor Fund is the top performing
Section 12J investment in 2019 and
2020. Click here to learn more.
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PEARL VALLEY HOTEL

Pearl Valley Hotel – 12J Investment Fund
fits including:
• 6 to 25 p.a. free room nights (depending on funding option chosen). Not
subject to peak time booking restrictions and free room night gift allowance.
• 50% discount off published rates once
free room nights have been used
• 20% discount off published rates at
all other Mantis managed hotels in
Sub-Saharan Africa.
• Full golf membership while in residence (member green fees applicable)
Use of golf cart during stay

Content by Pearl Valley Hotel by Mantis &
Futureneers Capital

I

nvestment overview
The Pearl Valley Hotel by Mantis is
situated on the Jack Nicklaus Signature
Pearl Valley Golf Course at the international award-winning Val de Vie Estate just
outside of Paarl in the Cape Winelands.
Arguably the best address voted number
one Residential Estate in South Africa and
recently voted Best Leisure Development
in the world.
The investment case boasts guaranteed
hotel gross yields for Year 1 and Year 2 acting as a Covid-19 hedge, further de-risking
this already popular property backed 12J
investment. Above average capital appreciation of the underlying property asset can
be expected due to its location and affiliation with world class brands Val de Vie and
Mantis.
Targeted returns – key value drivers
Targeted Internal Rate of Return ranges
from 20% to 35% p.a. depending on the
funding mechanism chosen by the investor.
Below a breakdown of the Key Value
Drivers of a cash investment in this fund as
an example.

Choose from a range of innovative funding
options
From a 12J perspective the most notable
differentiator of this fund is undoubtedly
the selection of innovative funding mecha-

nisms offered by Futureneers Capital – the
Section 12J VCC and fund managers.
The lifestyle benefits for investors
Investors receive a variety of lifestyle bene-

Futureneers Capital – The Section 12J VCC
& fund managers
Futureneers Capital has a successful
partnership history with The Pearl Valley
Hotel by Mantis, this being the 3rd tax
season and capital raise round. Futureneers Capital is managed by a dynamic and
entrepreneurial executive team supported
by an impressive well experienced advisory board. The following key performance
indicators speak to their exceptional capital
raise and deployment history over a short 3
year period.
For more information, click here.

Pearl Valley Hotel by Mantis at Val de Vie Estate
Brought to you by Pearl Valley Hotel by
Mantis & Futureneers Capital

T

HE ASSET
Pearl Valley Hotel by Mantis at Val
de Vie
The Pearl Valley Hotel operated by Mantis,
offers guests unparalleled excellence and
unrivalled service within stylish surroundings where one can immerse yourself in the
countless pleasures that this destination
has to offer.
A short walk away, The Pearl Valley
Clubhouse overlooks the putting green of
the Pearl Valley Jack Nicklaus Signature
golf course. Everything at your fingertips –
restaurants, spa, coffee shops, a wine cellar,
resort style swimming pools and extensive
pathways and mountain biking trails, are
just some of the ways to turn an extended
stay here into a wellness experience. Back’s
Restaurant & Deli situated at the Pearl
Valley Hotel offers meals and snacks, along
with an assortment of items that are readily
available to in-house guests.
The Pearl Valley Hotel by Mantis Phase
2 is now complete with an additional 40
suites, an upgraded communal area, a
bigger pool, and a deli. In total, the hotel
consists of 63 one-bedroom suites, 1
wheelchair friendly one-bedroom suite,
and 7 two- bedrooms suites.
Click here for more information.
Introducing Val de Vie Estate

Val de Vie Estate is perfectly located in the
heart of the Cape Winelands, a mere 40
minutes from Cape Town’s city centre and
30 minutes from Cape Town International
Airport. A new bridge crossing the Berg
River drastically reduces travelling time to
surrounding areas such as Stellenbosch and
Cape Town.
Val de Vie Estate is part of the Franschhoek Wine Route, one of the leading
wine attractions of the world, boasting
renowned wine-making expertise with
magnificent mountain backdrops. The
estate is known for its many appealing
characteristics which include elegant housing, expansive lakes, vineyards, the stables
and lush polo fields, farms and beautifully
landscaped gardens. The estate encapsulates luxury and comfortable family living
with a range of amenities on offer.
Val de Vie Estate is renowned for its stateof-the-art security measures which allow
guests and residents to reside in a safe
environment. Security is the estate’s highest

priority and the team takes great care in
ensuring that all guests and residents can
make the most of their surroundings with
complete peace of mind. This award-winning estate has received a number of accolades over the years namely, Best Residential Development for 2020 / 2021– African
Property Awards, Number One Residential
Estate in South Africa consecutively from
2015 to 2019 and most recently 2021 Top
10 Lifestyle Estate in the world by New
World Wealth.
Pearl Valley Jack Nicklaus Signature Golf
Course
Established in 2003, the Pearl Valley Jack
Nicklaus Signature Golf Course has been
named the Best conditioned course in the
Western Cape by Golf Digest Magazine
for 10 successive years and awarded the
Complete Golfer’s Five Star Experience

Award for six consecutive years. The championship course has been ranked amongst
the top ten courses in South Africa by Golf
Digest Magazine every year from 2006 up
to and including 2017, and in the top five
in 2018/2019. This exceptional course is
most recently also ranked number 2 golf
course in South Africa for 2021 by SA’s
Top 100 Courses.
The exclusive Pearl Valley Clubhouse caters for large scale conferences, banqueting
and events.
Read the full article here
Read also:
Buy Low: Adrian Gardiner discloses
why 12J Pearl Valley Hotel’s can offer
such amazing value for investors
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Save tax, get hotel nights at SA’s best address
Importantly, this is now the third round that
we will be raising capital for the Pearl Valley
Hotel by Mantis, through our 12J structure.
We’ve got a very good relationship with them
and we’ve been working together very closely
for the past few years, raising fund through
12J for this particular site.”

Content by Pearl Valley Hotel by Mantis &
Futureneers Capital

T

he Pearl Valley Hotel by Mantis
is situated on the Jack Nicklaus
Signature Pearl Valley Golf Course
at the international award-winning Val
de Vie Estate just outside of Paarl in
the Cape Winelands. Arguably the best
address voted number one Residential
Estate in South Africa and recently voted
Best Leisure Development in the world, it
offers investors an opportunity to cut their
tax bills, with special hotel rewards. In this
interview, Deon Lewis of Futureneers speaks
to Jackie Cameron of BizNews about this
12J investment offering. Click here for more
information. Or register here for a webinar
on the investment opportunity. – Jarryd
Neves
Deon Lewis on the Pearl Valley Hotel by Mantis
“The Pearl Valley Hotel by Mantis is situated
on the Pearl Valley Golf Course in the
greater Val de Vie precinct, just outside of
Paarl. People will probably know that Pearl
Valley Golf Course has now been rated the
second best golf course in South Africa. It’s
a very desirable destination, specifically for
golfers. The hotel is situated right next to the

Deon Lewis of Futureneers Capital
clubhouse. It’s got the most amazing views of
the Paarl Valley, overlooking the Simonsberg –
with all the Val de Vie amenities that investors
and hotelgoers can actually enjoy.”
On Futureneers Capital
“Futureneers Capital has been around for just
over four years now. We currently have around
R300m in capital under management [and
a] R100m-odd property/investment pipeline.
We’ve got 140 unique investors that’s invested
with us – many of them for the second year.
23 underlying 12J investment companies.

On the 12J investment
“Section 12J is an initiative that Treasury
introduced as far back as 2009. In the first few
years, it didn’t get much traction because there
were all sorts of restrictions, in terms of how
much investor could invest. A few years later,
they amended the regulations to try and get
it off the ground and get some traction. The
main purpose of Section 12J in South Africa
is to incentivise taxpayers to invest into assets
or underlying projects where government feels
there has to be a focus.
In a nutshell, a 12J investment gives an
investor 100% tax deduction. For argument’s
sake, if an investor is on a 45% marginal tax
rate, it means that 45% of his investment – let’s
use R1 million as an example – R450,000 of
that R1 million, SARS will then pay on behalf
of the investor. That will either be in the form
of a rebate or a claim.
If the investor, as a PAYE taxpayer, has already
paid the tax across – or their company has
paid the tax across – you merely claim the

tax back from SARS and we pay it back to
you come August. If you’re a provisional
payer, you simply deduct the amount off
your next payment to SARS. From a property
perspective – important for listeners to
understand – you’re effectively discounting
your property investment by as much as 45%,
which is unheard of.”
On the underlying investment
“Hotel development, on the Pearl Valley
Section of the greater Val de Vie development.
In terms of structure, what the investor will
invest into, is a share in the Futureneers
Capital VCC. The VCC will then deploy the
investor’s funds into an underlying qualifying
company. That company (or special purpose
vehicle) then acquires the assets – in this case
hotel rooms – from the developer. The investor
is effectively invested into a property-backed
company, a company with underlying assets
being hotel rooms in this particular hotel.”
Listen to the full interview
For more on this investment, click here
Read also:
An investment for Pleasure and Profit.
12J tax benefits – The Facts

Offshore your cash; qualify for Section 12J Investment
benefits.
Mantis has been awarded many accolades
since its inception in 2000, most recently
being
• Africa’s Leading Boutique Hotel Brand
2020 – World Travel Awards
• Nigeria’s Leading City Hotel 2020 –
World Travel Awards
• Africa’s Leading River Cruise Company 2020– World Travel Awards
• Worlds Leading Boutique Cruise 2020
– World Travel Awards
• Travelers Choice Award 2020 – Tripadvisor
• Traveller Review Award 2021 – Booking.com
• Outstanding Accommodation Group
2019 – Africa Tourism Leadership
Forum

Content by Pearl Valley Hotel by Mantis &
Futureneers Capital

T

HE ASSET
The Pearl Valley Hotel by Mantis
at Val de Vie Estate offers guests
unparalleled excellence and unrivalled
service within stylish surroundings where
one can immerse yourself in the countless
pleasures that this destination has to offer.
Mantis offers investors the opportunity to
co-own this luxury hotel via new or existing offshore funds, serving as security for
a local ZAR loan to fund your Section 12J
investment. You simply invest and enjoy
the benefit of this investment for pleasure
and profit, without the worries and hassles
of management, marketing and maintenance.
Phase 1 – SOLD OUT
Phase 2 – 40 one-bedroom suites
In total, the hotel consists of 63 one-bedroom suites, 1 wheelchair friendly
one-bedroom suite, and 7 two-bedrooms
suites, an upgraded communal area with
swimming pool and deli.
THE HOTEL OPERATOR
Mantis is a collection of hotels, eco-lodges,
and waterways that offer curated experiences to the well-heeled and conscious
traveller. Rooted in conservation, Mantis
pursues sustainable business practices and
develops tourism products that are respectful of the environment and communities in
which they operate.

Whether you are an investor, corporate
entity, traveller, family or simply looking
for a peaceful place to enjoy your twilight
years, Mantis Investments offers a variety
of unique opportunities ideally located in
some of the most sought after and secure
lifestyle estates in South Africa, all offering
an array of amenities and high-end lifestyle

THE LOCATION
Val de Vie Estate is perfectly located in
the heart of the Cape Winelands, a mere
40 minutes from Cape Town’s city centre
and 30 minutes from Cape Town International Airport. A bridge crossing the Berg
River drastically reduces travelling time to
surrounding areas such as Stellenbosch and
Cape Town.
THE ESTATE
Val de Vie Estate is a global leader in
luxury wellness estates. Unsurpassed
for its natural beauty and surrounded by
magnificent mountain ranges, Val de Vie
Estate offers countless ways to enjoy an
active and diverse lifestyle for the whole

family. Translated from French, Val de Vie
means ‘Valley of Life’, and the location of
the estate echoes this.
Val de Vie Estate is renowned for its stateof-the-art security measures which allow
guests and residents to make the most of
their surroundings with complete peace of
mind.
This award-winning estate has received a
number of accolades over the years namely,
• Best Multi-Generational Resort in the
World 2018 – The Globals
• Top 10 Residential Estate in South
Africa for 2018 – New World Wealth
• Best Residential Estate in South Africa
2015 / 2016 / 2017 / 2018 / 2019 – New
World Wealth
• Best Residential Property in Africa
2016 & 2017 – International Property
Awards
• Safe Home Awards in South Africa
2015 – International Property Awards
• Number One Residential Estate in
South Africa for 2019 – New World
Wealth
• Best Leisure Development 2020 /
2021– African Property Awards
• Best Residential Development for 2020
/ 2021– African Property Awards
• Best Leisure Development in the world
for 2020 / 2021 – International Property Awards
• Top 10 Lifestyle Estate in the World
2021 – New World Wealth
For more information on this investment,
click here.
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Invest in a Section 12J fund before end of June
Brought to you by Lucid Ventures

in Johannesburg.

I

… in a robust and growing sector…
Adding to this sense of security is that these
developments cater to the rapidly growing
affluent retirement living market segment.
This is currently massively underserved and
is set to grow exponentially in the long term,
given the fact that rising numbers of South
Africans are living longer healthier lives. In
fact, conservative estimates put the number
of South Africans over the age of 60 at around
nine million people by the year 2040 – which
means demand for quality retirement living
spaces is on a sustainable upward trajectory.

f you’ve decided to take advantage
of the sunset clause and invest in a
Section 12J fund before the end of
June, it’s imperative that you choose the
best investment possible.
The February 2021 budget speech by Finance
Minister Tito Mboweni brought good news
and bad news for investors wanting taxefficient investment opportunities. The bad
news was that the sunset clause relating to
Section 12J of the Income Tax Act would
not be extended. But the good news is that
investors still have until 30 June 2021 to invest
in a Section 12J fund and reap the significant
tax benefits by offsetting the full capital
amount of that investment against their tax
liability for the 2012/22 financial year.
But remember, tax breaks alone do not ensure
a successful investment
While this once-off tax offset makes any
Section 12J fund a very appealing prospect,
it’s important to remember that an appealing
tax benefit doesn’t mean that one should
simply overlook the many fundamental
considerations of any long-term investment.
So, while it’s important to act quickly to benefit
from the Section 12J tax deduction, it’s just
as important to still do your homework on
the fund into which you plan on investing.

If you’ve decided to take advantage of the
sunset clause and invest in a Section 12J fund
before the end of June, it’s imperative that
you choose the best investment possible. And
doing that requires you to ask the following
three questions:
• Is the investment opportunity built on a
solid asset underpin?
• Is the investment sector or category
robust and reliable in the long term?
• Is the opportunity offered, and backed, by
a reliable and proven management team?
The Lucid Ventures Retirement Living Fund
ticks all these boxes… and more

In addition to providing Section 12J tax
benefits to anyone who invests before the
end of June, the Retirement Living Fund
offered by Lucid Ventures is a solid investment
in a proven sector and backed by a highly
respected management team.
A solid asset underpin…
Importantly, investors in the Retirement
Living Fund enjoy the security of knowing
that the fund is underpinned by two prime real
estate developments. These are already well
advanced in terms of planning, and valuable
land parcels have already been secured in the
sought-after Houghton and Rosebank suburbs

… managed by an experienced and respected
team
Finally, the Venture Capital Retirement Living
Fund is built on a proven business model
and is managed by a highly experienced
professional team, with proven expertise in
fund management, property development,
retirement living, hospitality, and aged care.
Lucid Ventures was founded by Gidon Novick,
former CEO of Comair and Discovery Vitality,
and founder of airlines, Kulula.com and Lift.
See the full article here
Click here for more information on the Lucid
Retirement Living Fund.

Elderly population presents investment opportunity

I

nvestors seeking solid long-term growth
potential combined with exceptional tax
efficiency get to enjoy the best of both
with the Lucid Retirement Living Fund.
Any investment made into this innovative
Section 12J Fund before 30 June is 100%
tax deductible in the year in which the
investment is made. What’s more, the fund
also offers a valuable built asset underpin
as well as delivering potentially lucrative
long-term returns from exposure to the
premium retirement living sector.
Recent data provided by Statistics South
Africa (StatsSA) reveals that, between 2002
and 2020, the average life expectancy of males
in South Africa increased from 59.9 years to
64.6 years, and for females from 67.2 to 71.3
years.
In fact, StatsSA 2020 mid-year population
estimates show that the total population of
persons aged 60 years and older has been
increasing steadily, and more rapidly, since
2015. With the result that, in 2020, the elderly
population of South Africa was estimated to
be over 5.4 million, thereby making up 9.1%
of the overall population of the country.
These figures tell us a number of things.
The first is that the conditions that allow
people to live longer in SA, like healthcare,
medical advances, and healthier lifestyles, are
improving and will continue to give rise to
an ever increasing elderly population. In fact,
population pyramids informed by the United
Nations project that by 2040, there will be over
8,7 million South Africans over 60 years old.

Secondly, South Africa has an increasing
responsibility to look after its growing
elderly population and provide them with
the aged living and care facilities they
need. Government is acutely aware of this
responsibility and has included the elderly
support imperative in numerous policies,
most notably the National Development Plan.
And thirdly, elderly living facilities are set
to become a prime investment opportunity,
provided they are designed and built in
such a way as to offer a compelling lifestyle
proposition for their prospective owners and
occupants, and they are correctly funded
and expertly managed in order to deliver
maximum sustainable value for all their
stakeholders, including those who invest in

them.
This market for quality retirement living
opportunities is already evident amongst
affluent individuals in the Northern suburbs
of Johannesburg, where many prospective
retirees are finding themselves at the bottom
of waiting lists of two or more years to secure
decent post-retirement accommodation.
Gidon Novick, founder and CEO of
innovative venture capital firm, Lucid
Ventures, explains that an understanding of
these key considerations, and the investment
opportunity that can be created by aligning
them, is what first led to the establishment of
the Lucid Retirement Living Fund.
“While it was established as a Section12J
vehicle, and it still offers tax breaks to anyone

who invests before the end of June 2021, we
recognised the imperative to design the
Lucid Retirement Living Fund in a way
that delivers sustainable investor value far
beyond the generous tax benefits that the 12J
structure offers,” Novick explains, “and based
on our insights into SA’s aging population,
we identified premium retirement living
and care as an excellent growth sector with
the potential to provide highly sustainable
long-term investment returns – provided it
is done right.”
And Novick explains that because this
underlying recognition of the need to ‘do
retirement living right’ is at the heart of the
Lucid Retirement Living Fund, the investment
potential of the fund is significantly amplified,
and will likely grow steadily over time.
He says the Lucid team recognised from
the outset that in order to ensure their fund
was the valuable investment opportunity
they believed it could be, it had to include
two non-negotiable components; namely
a quality asset underpin, and a hospitality
driven retirement lifestyle offering that would
become the benchmark of innovation and
excellence for what can only be considered
a tired and uninspiring industry at present.
Read the full article here
To learn more about this investment, click
here.

WWW.BIZNEWS.COM

9 | TUESDAY 08 JUNE 2021

LUCID VENTURES

The Lucid Retirement Living Fund

I

n this webinar, Leor Atie of Lucid
Ventures unpacks the investment
appeal of the Lucid 12J Retirement
Living Fund. Apart from being a qualifying
company which enables a writeback of one’s
entire investment against this year’s taxable
income, the fund is a solid investment in
a proven sector and backed by a highly
respected management team. Leor is a
chartered accountant who studied at Wits
and previously served as financial director
of Internet Solutions. He has been involved
with Lucid from its inception.

I

t’s
I firmly

Click here for more information

Invest your 12J tax saving where
Gidon Novick has his own money
the capital into the fund. We buy the land
into the underlying companies and then we
develop the facilities from scratch. We’re
coming in at a cost level, as opposed to buying
an existing operation or facility that’s been
built by somebody else.”

Content by Lucid Ventures

T

ime is running out to take advantage
of a rare tax deduction that allows
you to chop your income tax bill
– in exchange for investing in a South
African venture capital company. In this
interview, you’ll hear from South African
entrepreneur Gidon Novick, who started
Kulula and Lift, about a 12J fund that is
developing upmarket retirement homes in
Johannesburg and Cape Town. He has his
own money in the fund. After you’ve listened
to the interview, go to the BizNews.com 12J
section for full details and to register your
interest in the investment. – Jackie Cameron
Listen to the full interview here
Gidon Novick on what a 12J investment is
“It’s been around for quite a while now. It’s
actually coming towards the end of its life with
a sunset clause in June this year. Effectively,
it’s been an incentive to encourage investment
into certain sectors of the economy. It’s been
a very successful incentive. We’ve been in the
business for about five years with about a 12J
fund, and our focus has been property related
investments and particularly hotels. The new
fund that we are launching [is] also with a
property theme in a very interesting space.”
On investing in the retirement market
“Covid had a dramatic impact on various
property sectors, and hospitality in particular
has been very badly hit – although we are
seeing a very good recovery on the hotel
hospitality side. There’s a few very interesting
themes emerging in property. One of them
is senior living, we call it, which is really
accommodation for elderly people. It’s a space
that has very strong, pent-up demand. There’s
long waiting lists for people to get into good

Former Comair CEO Gidon Novick
facilities.
You’ve got the demographic issue of more
older people. People are living longer. The
percentage of the population in the over-70
category is growing and it’s expected to grow
over the next few decades. This is not just a
South African phenomenon. It’s happening
around the world. Our feeling is that there’s
a real opportunity to – much like we’ve done
in the hotel and airline industries – create
a new, fresh offering that really talks to the
ageing population of today – not the ageing
population of time gone by.”
On the investment
“[The minimum investment is R1m].
The maximum individual tax-deductible
investment is R2.5m in terms of 12J. We have
people doing multiple investments across
families. So, one can increase that.
We’re investing into a fund that has underlying
investments into the senior living space
– you effectively have part ownership of a
senior living business which has property
as an underpinning. It physically owns the
properties. Our model is to actually develop
the properties ourselves. We effectively raise

On the targeted rate of return
“[Our] target returns are very much what
we hope to achieve – but it’s a target. The
way we get to the target is that there’s a few
components to the return. The one is the
return you effectively get from the tax benefit.
If you had to invest into a 12J company [and]
all that they did was gave you your money
back after a five-year period, that would result
in an 8% annualised return just on its own.
That’s really been the attractiveness of 12J
– half of your return just about is coming
through the tax incentive itself The rest is
coming through the business model itself,
which is a model of constructing these
sophisticated, beautifully designed facilities
and then selling them. Effectively, our
customers will be buying a lifetime usage of
the unit and of all the facilities in the building.
That gets passed on when our customers pass
on. The funding, or the quantum that they
paid – less a depreciation – gets paid off their
estate. Effectively, they’re paying a lifetime
usage for their unit. These are the residents.
This is the underlying business model for
the senior living facility, is to construct the
building and to sell off life rights to customers
[and] residents to enable them to live in their
unit and make use of the facilities for the rest
of their life.”
On investors benefitting from the underlying
growth in the property value
“That’s the business model in a nutshell. The
underlying growth accrues to the owner – to
the fund in this case. What’s really, I think,
quite interesting in the models [is] that it
aligns incentives very well. The incentive for
the owners of the business – ourselves – to,

firstly, build a very attractive building with the
right facilities, care, culture and efficiencies –
because residents are also going to be paying
a fee (effectively a levy every month) to stay
in the place. Our incentive needs to be to
make it as efficient as possible and obviously
to create an experience as desirable as possible.
If we do that well, then when we ultimately
sell that unit, the capital growth, it’s going to
be maximised. We’re incentivised to create
beautiful places and a beautiful experience
over time.”
On how investors get their returns/annual
income
“That is part of the model. The hospitality
space has been quite challenging, as far as
annual returns [are concerned], so we haven’t
paid dividends over the last couple of years. In
the hotel category, there’s a mix of three things.
There’s a tax incentive. The return that you get
from that, effectively, is your annual return.
Then at the end, there’s the capital uplift in the
value of the asset. That assessment will either
be sold – in this case in the form of last rites
that are sold to residents. An alternative would
be to refinance the portfolio and repurchase
shares from investors, to allow them to exit
over a period of time.”
On the amount of investors who can access
the opportunity
“The fund is limited by the opportunities that
we have. We’re quite confident that this has
got national appeal, in terms of the need for
these higher-end senior living facilities, and
particularly the way that we think we’re going
to do it – with a focus on hospitality and trying
to create some disruption in the category. The
short answer is there’s no limit. But, the real
limiting factor is the 12J timing, the window
in terms of getting the tax reduction is coming
to an end at the end of June.”
Click here for more information on the Lucid
Retirement Living Fund.
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12J Investment Opportunity: Key Solar Exchange

K

SE provides solar energy and energy
storage solutions to medium sized
Commercial and Industrial (“C&I)
customers. Projects are secured by an
upfront concluded 25-year power supply

and purchase agreement (“PPA”) – offering
investors a predictable income stream
combined with a Section 12J tax benefit of
up to 45% of the total investment value.
After successfully raising R30 million for

Fund 1, investors can now participate in a
pipeline of C&I alternative energy projects

through Futureneers Capital’s KSE Fund
2. – BizNews editor

Invest in solar power and slash your tax bill

I

nvest in solar power projects that
generate solid, steady returns and
slash your tax bill this year. That’s the
investment opportunity on offer from 12J
specialists Futureneers, through its KSE 12J
investment opportunity. Time is running
out to take advantage of a tax rule that
allows you to deduct money from your
income tax, provided you funnel it into a
South African business that benefits the
domestic economy. In this podcast, you’ll
hear from Jaco Gerber of Futureneers about
the underlying investment and why you can
be optimistic about generating a healthy
return. This podcast is part of a special
series on 12J investment opportunities. For
more, visit the BizNews.com 12J section and
register your interest, so that you can receive
the details about the most interesting 12J
investments on offer. Click here for more
information. – Jackie Cameron
Jaco Gerber on Futureneers Capital
“Futureneers Capital is a registered Section
12J venture capital company. That’s a lot of
jargon, but effectively, what it means is that
we are regulated by the FSCA as well as SARS.
What it further means, for you as an investor,
is your investment gets a full deduction at
SARS in accordance with Section 12J of the
income tax act.”
On the underlying funds investors can choose
from
“Our philosophy at Futureneers Capital is that
the investor can make the choice. They need
to decide which asset they feel comfortable
[with] and understand. Once they’ve decided
[on] the amount of capital they want to invest
in our fund, they assign that capital to a
specific asset. We make available more than
one asset option to our investor.”
On funding opportunities offered by
Futureneers
“Step one in the fund is choosing your asset.
The second step is choosing your funding
method. Now, the normal one is cash. If you’re
sitting on cash, you would like to invest the

can own more than 20% in a 12J. The idea
is to pool funds from multiple investments
and then as a consolidated base, invest that
money into qualifying companies.”

Jaco Gerber is the co-founder & CFO at
Futureneers Capital
cash. But we also provide the opportunity
for investors to actually borrow. We’ve got
our own internal loan company that’s got
funding options available for investments.
Then a third option is where we actually enable
the investor to make an overseas investment,
in partnership with Sanlam Private Wealth.
Then, we borrow against that investment to
enable a South African 12J investment.”
On how this 12J investment works
“The first thing you’ve got to realise when
making any type of investment is that you’ve
got limited liquidity. You should be looking
at a five-year investment horizon. Effectively,
what it means is you’re not going to pull out
or sell your investment in the first five years.
You are allowed to sell it, but once you [do
so], you’ve got a potential recoupment where
you’ve got to pay back to SARS the initial
benefit you got from the investment.
Normally, we advise our investors to take
a long-term view on a 12J investment. The
nature of 12J, it’s been structured in such a
way that you pool your funds together with
other investors. There’s no one investor that

On the underlying solar investment
“I’m very excited about this opportunity.
Over the last few years, we’ve investigated
various options to investing. In Futureneers
capital, we’ve got various options. In the
past year or so, we’ve focused primarily on
hospitality property. But with Covid and what
[has] happened in the hospitality industry the
last few years, we had to come up with [an]
alternative solution for our investors.
When you start analysing the South African
space and look at the opportunities – globally
and in South Africa – regarding renewable
energies, it makes absolute sense to launch a
solar solution for our investors. What we did
is we we partnered with experienced operators
in the solar industry and we are presenting
our investors with an option to allocate their
capital to a solar focused solution, specifically
focused on the commercial and industrial
space in South Africa.”

On the returns
“The asset that you pick is essential for
any investment. When you look at 12J, the
tax benefit is a bonus and it enhances your
returns. But the essential first choice you’ve
got to make is picking your asset. Therefore,
it makes sense to choose an asset with a
predictable return, something with a longterm off-take agreement – and that’s what
the solar fund does.
It gives you an investment that’s backed by
assets – movable solar panels. Also, before we
as a 12J invest in a solar project, we make sure
that these are a long-term off-take agreement
in place. What it simply means is somebody is
going to buy all the solar energy we produce
with that asset for the next 25 years, and that
effectively forms the income for the investor.”
Listen to the full interview
For more information on this investment,
click here.
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Loadshedding, tariffs fuel KSE Fund investment case
Brought to you by Futureneers Capital

T

he Investment opportunity
Many medium sized Commercial
and Industrial (“C&I”) companies
in South Africa are high electricity users
(for example: manufacturers, abattoirs and
businesses operating in an environment
requiring regular heating or cooling). Not
only are these businesses faced with the
challenge of continuous load shedding, but
are now also finding it difficult to maintain
their profit margins while energy costs are
increasing at alarming rates every year.

The investment opportunity is simply
to provide these C&I customers with an
environmentally friendlier, less expensive
energy solution than Eskom and the

Municipalities, while at the same time
reducing the strain on the national grid.
Coupled with an upfront tax benefit, targeted
returns to investors are substantial. This is
exactly what an investment in KSE Solar Fund
2 entails.
Investment overview
After successfully raising R30m at the end
of February 2021 and already deploying a
substantial part thereof while building a
pipeline of exciting further solar projects, it
made absolute sense for Futureneers Capital
to extent its first 12J solar offering with the
launch of KSE Solar Fund 2 (“KSE”).

The benefits to the C&I customers are:
• No upfront costs or any funding required
by the customer (“opex” only).
• Immediate saving in costs / additional
revenue opportunities partnering with
KSE – which becomes significant savings
or additional income when calculated
over 20 years.
• Option to acquire the Solar PV plant
from KSE at any time during the PPA
Agreement (option to turn “opex” into
“capex”).
The benefits to KSE and its Investors are:
• Asset backed investment. The equipment
is capitalised against the KSE Balance
Sheet – meaning the Investment is backed
by ownership of the solar asset
• Contractual income for the next 20-25
years for every power purchase agreement
concluded. This equates to predictable
cash flows.
• Attractive asset to finance through debt
in partnership with the banks.

•

Attractive asset to build into a substantial
consolidated asset portfolio and in the
medium to long term sell to pension
funds and other interested local or
overseas buyers – with the ultimate
objective to create cash liquidity to exit
investors at the end of 5 years.

Targeted investment returns and fees
Please note that as a registered Section
12J VCC and registered financial services
provider, we cannot provide any investment
guarantees. Investor returns are therefore
indicative and targets only and can be broken
down and summarised for individual or trust
investors as below.
Read the full article here
For more information on this investment,
click here.

KSE enters into 20 year plus power supply
and purchase agreements with C&I customers
providing them solar electricity on a costeffective pay-per-use basis.

KSE Fund tackles ever-increasing energy costs

I

t may sound like a Land-Rover
advertisement, but the best investments
by far are the ones that solve major
problems, keep doing so over a long period of
time, and ultimately result in recurring and
predictable income streams for investors.
Even better if those investments include
upfront tax incentives, says Jaco Gerber,
CFO of Futureneers Capital, a registered
Section 12J VCC and registered financial
services provider with more than R300m
capital under management in the group.
In South Africa everyone is aware of the
challenges small to medium sized businesses
(SMEs) are facing to cope with constant load
shedding by Eskom. This challenge is amplified
for many high energy users in the commercial
and industrial (C&I) sectors especially
manufacturers and operations where constant
heating or cooling is required. However, an
even bigger threat to their business models
is the high rate at which their energy costs
are escalated every year, and the uncertainty
what to expect in the years to come. From
2008 to 2019 Eskom electricity tariffs have
increased by a staggering 446% compared
to a compounded inflation growth of only
98%. To put that into perspective – Eskom
electricity is increasing on average 4.55 times

more than inflation every year.
Ever-increasing energy costs has already
forced many SME’s to increase prices of
their products and services, but whether
this approach could be sustained is doubtful.
Eventually higher energy costs will lead to
decreased profitability, less growth and
increased inflation. The bad news is that
there is still no clear indication, and probably
substantial doubt that Eskom will be able to
maintain future price increases in line with
inflation.
There is however light in the tunnel, or in this
case a radiant light from above. The price of
electricity from solar projects has dropped by
a factor in excess of 5 times in the last 10 years
leading to many SMEs now investigating and
implementing solar as an attractive alternative

energy source to expensive Eskom electricity.
As a result of expensive battery storage
solutions, the bulk of solar PV system installed
in South Africa’s C&I industry is however
still “grid-tied”, meaning the system only
supplements Eskom energy compared to a
total “off-grid” solution with zero reliance
on Eskom. Irrespective of additional storage
ability, the implementation of grid-tied solar
PV systems are excellent news for South
Africa. These installation substantially reduce
the total energy costs for the business and
certainly assist Eskom in generating cleaner
energy and additional grid capacity. In
addition, there is a clear global trend that the
prices of battery energy storage are decreasing
sharply and that energy storage may in the
next few years become a feasible investment
solution for SMEs.
Given the above trends, Futureneers Capital
has partnered with Anton Boshoff (ex-CEO
of the Bigen group – one of Africa’s leading
infrastructure development solutions
companies) and Ricky Huyser (of AEC, one of
South Africa’s most respected and experienced
solar consulting and construction companies)
to establish a Section 12J registered solar
investment fund called the Key Solar Exchange
(KSE).

See the full article here
For more information on this investment,
click here.

