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Introduction to the 12J Association of South Africa

Founded in early 2019 by 
c.25 asset managers who 
manage >40 VCCs with 

2,777 investors and c.70% 
(R5.7bn) of industry AUM

Mandate to educate the 
public on the 12J 

incentive and act as a 
point of contact for 

engagement

Conducted an extensive 
industry survey regarding 
the impact of 12J in SA. 
Results currently being 

compiled by PwC



The context to the current discussion

12J was introduced in 
2009 to boost private 

investment in SMMEs in 
SA, but only gained 

traction in 2015 after the 
legislation was amended 
to, inter alia, remove an 
annual investment cap 

Since 2015, there has been a 
take up of the incentive 
(R8.3bn raised). Capital 
deployment rates have 

improved but there has also 
been abuse of the incentive 
(rectified by Treasury in 2018 

TLAB)

Beginning to have a meaningful 
impact on the SA economy, 

although still in its infancy 
(being only 4 years since 

materially taken up, and with 
most capital raised in the last 12 

months) – real investment 
impact is still to be seen



The incentive is beginning to have a positive impact 
on the SA economy

12J is beginning to 
create a vibrant, 
high-net-worth-
funded SMME 

sector in SA, which 
previously did not 

exist

Arguably one of the 
few mechanisms to 
raise 5-year South 
African investment 

capital from high net 
worth individuals, as 

opposed to them 
investing offshore

Assisting in job 
creation, economic 
growth and SMME 

mentorship in 
investee 

companies and at 
the 12J manager

Low cost to fiscus as 
upfront tax deduction 
is offset by VAT paid in 
investee companies, 

12J investor CGT 
consequence, DWT 
on distributions, etc.

R



The potential impact of the proposed R2.5m / R5.0m 
cap

Loss of substantial
(if not all) high-net-
worth, corporate 

and “anchor” 
investor capital 

and loss of 
associated skills 
and mentoring

Basis of 
determination of 
the cap flawed 
(mean versus 

median). Member 
AUM would have 

reduced by c.70% 
retrospectively

Subsequent 
reduction in the 

ability for SMMEs to 
raise equity capital, 

leading to a 
reduction in SA 

economic growth 
and job creation

Commercial 
impact of being 
retrospective in 
nature due to 

impact on existing 
structures (Treasury 
has not addressed 
this adequately)



Key points from the public engagement process to 
date

The potential 
impact of the cap 
on the industry has 

been based on 
factual member 
statistics – we do 
not believe this to 

be overstated

Concerns have been 
raised regarding the 

“hotel keeping” carve 
out (although hotels are 
one of the best global 

job creators). The 
proposed cap hurts the 
entire industry, not just 

the sub-sectors of 
concern

Concern regarding the 
need to “protect 

bottom-line impact of 
high tax expenditure” –

12J VCCs should, in 
time, pay more tax than 
the original deductions 
granted (as is currently 

the case in the UK)

The cap cannot be seen 
as an interim measure 

until the June 2021 
“sunset clause” is 
considered – the 

changes may shut 
down many VCCs and 
managers prior to this



Our proposal

We propose that a R5 million cap be implemented for all section 12J investors (i.e. 
individuals, companies and trusts)

Other considerations

▪ The need for policy certainty

▪ The 12J incentive needs time to make a meaningful impact in the SA economy

▪ Extension of the June 2021 “sunset clause” with amendments



THANK YOU

For more information, please contact dino@12jassociation.co.za

mailto:dino@westbrooke.co.za

