Decentral Energy Capital Limited
(Incorporated in South Africa)
(Registration number 2015/298257/06)
(FSP number 46526)
(VCC number VCC-0031)
(“Decentral” or “the Company”)

A Section 12J Venture Capital Company as defined by the Income Tax Act, 58 of 1962 as amended.
PROSPECTUS
This Prospectus relates to a general public offer to subscribe for 50 000 Ordinary Shares of no par value at an
issue price of R1 100 per share.

The minimum subscription required for participation by an Investor in the Offer is 200 Ordinary Shares, which amounts
to a minimum subscription payment of R220 000. The Offer seeks to raise a total equity amount of R55 000 000. The
minimum amount to be raised in terms of the Offer is R1 000 000. This includes the projected issuing expenses,
exclusive of VAT.
Should the minimum amount of R1 000 000 not be raised in terms of the Offer, the Offer will become null and
void, all moneys received will be returned to Investors and no Shares will be issued pursuant to this Offer.

Managed by

Opening date of the Offer

10:00 on Friday, 04 June 2021

Closing date of the Offer

23:59 on Wednesday, 30 June 2021

Administered by

An English copy of this Prospectus, accompanied by the documents referred to under “Documents available for
inspection” as set out in paragraph 12 of Section 4 of this Prospectus was registered by CIPC 04 June 2021 and
is issued in terms of the Companies Act and the Companies Regulations for the purpose of providing information
to the Investors wishing to participate in the Offer.
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Decentral Energy Capital Limited
(Incorporated in South Africa)
(Registration number 2015/298257/06)
(FSP number 46526)
(VCC number VCC-0031)

Investment Mandate and Strategy
Decentral Energy Capital Limited (“Decentral”) develops, finances, owns, and manages a diversified
portfolio of renewable energy assets which exhibit high-yield annuity cash flows. With this strategy,
Decentral creates value for its Investors as well as positively impacting the environment through the
generation of renewable energy. Target investments are low to moderate risk, into proven clean energy
technologies, and the underlying revenue streams are guaranteed by long-term inflation-linked, fixedprice, or electricity grid price-linked agreements with bankable offtakers.
Executive Summary:
Through the activities of the Manager, Decentral has seen significant growth in terms of capital
deployments and its investment pipeline. This growth can be attributed to:
•
•
•
•
•

The positive brand associated with Decentral;
Failing utility electricity supply;
Decreasing cost in the development of clean energy assets;
Strategic partnerships with industry leaders and EPC contractors to secure pipeline; and
Innovative product offerings creating more value and incentives for landlords and energy
users.

As the Company continues to mature and make attractive investments, Decentral has initiated
discussions with various debt providers to introduce debt in combination with equity into new and existing
solar projects. Positive interest has been received in this regard. This will allow for increased flexibility
when committing capital to the ever-growing investment pipeline whilst simultaneously boosting Investor
returns.
Megawatts (“MW”) in operation, construction and legal execution: 10MW
Capital deployed and committed: ~R 107 mil
Immediate Investment pipeline: ~R58mil
Total MW Execution Target by February 2022: ~21 MW
Total Capex Execution Target by February 2022: R 220 mil

Investment Opportunity
Benefits of the investment opportunity include the following:
•
•
•
•
•
•

Up-front tax relief of up to 45% (assuming the Investor is taxed at the highest marginal tax rate
for individual taxpayers in the 2022 tax year;
Investor Risk Capital on an investment amount of R100 is R55;
Targeted 5-year IRR on Risk Capital is 20% after all fees and capital gains tax on exit;
Target dividend yield of 7%–12% on Risk Capital per annum;
Investment multiple of 2 times money on Risk Capital; and
Clear exit strategy through sale of underlying assets to an Independent Power Producer.
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An indicative five-year investment of R100 is illustrated below.

Date

30-Jun-21

Gross Investment in DEC

28-Feb-22

28-Feb-23

29-Feb-24

28-Feb-25

28-Feb-26

R57 600

R69 120

R82 944

30-Jun-26

-R1 000 000

S12J Incentive

R450 000

Net Investment

R550 000
Interim Dividends

Dividend/Share

R40 000

R48 000
5-Year Exit

Exit/Share

R1 136 364

CGT

-R204 545

Net exit value

R931 818
Total

Cash Flow
IRR

-R550 000

R40 000

R48 000

R57 600

R69 120

R82 944

R931 818

20%

Times Money

2.2

Impact
Per R1 000 000 investment in Decentral, every Investor creates over the system lifetime of 30 years:
•
•

an avoidance of over 3 000 tons of CO2 emissions, which is the equivalent of planting
approximately 20 000 trees; and
112 man-months in job creation.

Investment Summary as at the Last Practicable Date
The following projects represent the list of operational assets and committed capital as at the Last
Practicable Date:

Total Project
Cost
R106 677 306
Mdluli
Lombardy
Northmead
Southdale
Graniti
Spear Mega Park
Spear Viking 1
Spear Viking 2
IHS X14
IHS X16
PnP Brackenfell
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R6 857 298
R1 465 000
R5 338 719
R9 241 059
R5 451 018
R11 327 364
R3 711 942
R1 926 932
R2 470 393
R2 644 804
R2 709 129

kWp
R10 032
0
0
514
834
579
1200
340
150
189
186
251

Kathu Heritage
Kempton Square
Hatfield Plaza
Atterbury Boulevard
Bayside Centre
Queen's Corner
Sun Village
Sunward Palms
CPOA
GRE Industries
Three Rivers

R5 665 830
R5 557 451
R5 467 188
R3 215 603
R2 834 664
R5 360 896
R6 004 260
R6 347 074
R682 500
R9 500 000
R2 898 181

627
615
624
365
333
662
704
727
65
800
267

Future pipeline and growth prospects
Decentral has established a pipeline of projects for implementation during the 2022 financial year. Most
of these assets are on a high probability list of closing or are currently in legal execution. The estimated
immediate pipeline is approximately R58 million.

Other pipeline activities and outlook:
Through the Company’s successful track record of deployment and independence to engineering,
procurement and construction (EPC) companies, the Company’s management team has set up
significant networks and relationships in the EPC environment. These relationships continue to yield
significant pipeline. Decentral takes pride in being able to offer the market the following:
•
•
•
•
•
•

Low cost of capital;
Flexible structuring options;
Best-practice PPA agreements;
Deep understanding of the market and significant energy sector expertise;
Quick proposal turnaround time; and
Swift investment process.

During the 2022 financial year Decentral will concentrate its efforts on the following:
1. Gearing - As the current equity base is fully committed, Decentral commenced with a process to gear the asset
portfolio in 2019. Decentral has since achieved credit and board approval from the Industrial Development
Corporation of South Africa Ltd (IDC) to advance R115 million worth of debt to Decentral to support its healthy
capex programme. Although not yet unconditional, the effect of this long-term debt will boost Investor returns
and ensure healthy growth and the scaling of operations and NAV of the fund. Decentral aims to spend the full
amount within a year of the first drawdown of the debt.
2. Pipeline for development and deployment - The focus of the fund Manager is to grow the pipeline and secure
portfolios with blue chip customers who own multiple sites that can be rolled out over the course of 1–2 years.
3. Securing liquidity for its Investors - The Manager aims to secure a guaranteed buyout from a private clean
energy Investor. If a buyout is secured, the Company will repurchase Investor Shares as and when a liquidity
event takes place, subject to Investors holding their shares for a minimum period of 5 years.
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PROSPECTUS
Important Information

The Definitions and Interpretations: commencing on page 11 of this Prospectus apply to this entire Prospectus
(including the cover page), except where the context indicates a contrary intention.
THE ATTENTION OF THE PUBLIC IS DRAWN TO THE FACT THAT THE ORDINARY SHARES ON OFFER
ARE UNLISTED AND ARE NOT READILY MARKETABLE AND SHOULD BE CONSIDERED TO BE A RISKCAPITAL INVESTMENT.
This Prospectus includes forward-looking statements. All statements, other than statements of historical fact are, or
may be deemed to be, forward-looking statements, including, without limitation, those concerning: strategy; the
economic outlook for the industry; production; cash costs and other operating results; growth prospects and outlook for
operations, individually or in the aggregate; liquidity and capital resources and expenditure and the outcome and
consequences of any pending litigation proceedings. These forward-looking statements are not based on historical
facts, but rather reflect current expectations concerning future results and events and generally may be identified by the
use of forward-looking words or phrases such as “believe”, “aim”, “expect”, “anticipate”, “intend”, “foresee”, “forecast”,
“likely”, “should”, “planned”, “may”, “estimated”, “potential” or similar words and phrases.
Examples of forward-looking statements include statements regarding a future financial position or future profits, cash
flows, corporate strategy, anticipated levels of growth, estimates of capital expenditures, acquisition strategy, and
expansion prospects or future capital expenditure levels and other economic factors, such as, inter alia, interest rates.
By their nature forward-looking statements involve risks and uncertainties because they relate to events and depend on
circumstances that may or may not occur in the future. Decentral cautions that forward-looking statements are not
guarantees of future performance.
These forward-looking statements have been based on current expectations and projections about future results
which, although the Directors believe them to be reasonable, are not a guarantee of future performance. Actual
results, financial and operating conditions, liquidity and the developments within the industry in which Decentral operates
may differ materially from those made in, or suggested by, the forward-looking statements contained in this Prospectus.
Risk factors which may cause the Company's actual results, performance or achievements to be materially
different from any future results, performance or achievements expressed or implied by it in the forward -looking
statements include, among other things, economic decline, income tax risk and foreign currency risk. These risk
factors are more fully described in Annexure 1 of this Prospectus.
The Directors and Officers, whose names are given in Section 1, paragraph 2.5 of this document, accept full
responsibility, collectively and individually, for the accuracy of the information given herein and certify that, to the
best of their knowledge and belief, no facts have been omitted which would make any statement false or
misleading, they have made all reasonable enquiries to ascertain such facts and that this Prospectus contains all
information required by law.
This Prospectus complies with section 100 of the Companies Act and the Companies Regulations. The written
consents of the experts and advisors set out in the Corporate Information and Advisors section of this Prospectus
have been attached to the copy of the Prospectus filed with the CIPC. Each of the aforementioned experts and
advisors have consented to the use of any statement made by them in this Prospectus and/or the use of their
names in this Prospectus, as the case may be, and have not withdrawn such consent s as at the date of this
Prospectus. The number of each applicable regulation of the Companies Regulation is given in parentheses after
appropriate headings or sub-headings.
This Prospectus constitutes an offer to the public only in South Africa and has been prepared for the purposes of
complying with the Companies Act and Companies Regulations published in terms thereof and the information
disclosed may not be the same as that which would have been disclosed if this Prospectus had been prepared in
accordance with the laws and regulations of any jurisdiction outside of South Africa.
The release, publication or distribution of this Prospectus in jurisdictions other than South Africa may be restricted
by law and therefore persons who are subject to the laws of any jurisdiction other than South Africa should inform
themselves about, and observe any applicable requirements. Any failure to comply with the applicable
requirements may constitute a violation of the securities laws of any jurisdiction.
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This Prospectus and any accompanying documentation is not intended to, and does not constitute, or form part
of, an offer to sell or an invitation to purchase or subscribe for any securities in any jurisdiction in which it is illegal
to make such an offer, invitation or solicitation, or such offer, invitation or solicitation would require Decentral to
comply with filing and/or other regulatory obligations. In those circumstances this Prospectus and any
accompanying documentation are sent for information purposes only and should not be copied or distributed.
This Prospectus is only available in English. Copies of this Prospectus may be obtained during normal business hours
from the registered office of Decentral at its respective address set out in the “Corporate Information and Advisors”
section of this Prospectus from the date of issue hereof, being 04 June 2021, until 30 June 2021.
Electronic copies of this Prospectus can be obtained on the Company’s website on www.decentral.co.za
Auditors and Reporting Accountants

Company Secretary

Administrative Manager

Manager and Promoter

Corporate Bank

E.R. Goodman
Secretarial Services

Legal Advisor to the Company
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Compliance Officer

Corporate Information and Advisors
Business and Registered Office Address
Decentral Energy Capital Limited (Formerly Grovest
Energy Limited)
Registration number: 2015/298257/06

Administrative Manager & Corporate Advisors to the
Prospectus
Grovest Corporate Advisory Proprietary Limited
Registration number: 2012/223909/07

164 Katherine Street
Building 2, Pinmill Office Park
Strathavon, 2196

164 Katherine Street
Building 2, Pinmill Office Park
Strathavon, 2196

P.O. Box 1277
Gallo Manor
2052

P.O. Box 1277
Gallo Manor
2052

Tel: 082 822 4792
Tel: 011 262 6433
Company Secretary
Compliance Officer
E.R.Goodman Secretarial Services Proprietary Limited Grovest Corporate Advisory Proprietary Limited
Registration number: 2012/223909/07
Registration number: 2017/091079/07
1st Floor Voltex House
3 River Rd (Cnr Boeing Rd West)
Bedfordview, 2008

164 Katherine Street
Building 2, Pinmill Office Park
Strathavon, 2196

P.O. Box 9420
Verwoerd Park
1453

P.O. Box 1277
Gallo Manor
2052

Tel: 082 308 2896
Legal Advisor to the Company
Fasken
(incorporated in South Africa as Bell Dewar Inc.)
Registration number: 1995/004675/21

Tel: 011 262 6433

Inanda Greens
54 Wierda Road West
Johannesburg
2196

10th Floor the Rosebank Firestation,16 Baker Street,
Rosebank, 2194

P.O. Box 652057
Benmore
2010
Tel: 011 586 6000
Corporate Bank
FirstRand Bank Limited
Registration number: 1929/001225/06
Group Company Secretary’s Office
4 Merchant Place,
CNR Fredman Drive and Rivonia
2146

Fund Manager
Decentral Energy Managers Proprietary Limited
Registration number: 2016/366182/07

P.O. Box 1277
Gallo Manor
2052
Tel: 011 262 6433

Auditors & Reporting Accountants
PKF Octagon Inc.
Registration number: 2018/515503/21
Chartered Accountants SA
21 Scott Street Waverly
Johannesburg
2090

P.O. Box 650149
Benmore
2010

Same as above

Tel: 087 575 9404

Tel: 010 003 0150
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General Statements
Prospective Investors should consult with their own independent legal, tax, accounting, investment or other
relevant advisor when contemplating any investment decisions described in this document.
The information contained herein has been prepared to assist in forming an initial view of the Offer. The document
does not purport to contain all the information that an Investor may require nor is it intended to replace any form
of legal, financial or technical due diligence. The content hereof may not be utilised and/or relied upon for any
purpose other than to evaluate whether you wish to participate in the Offer.
Investments in Decentral by taxpayers who are not Connected Persons in relation to the Company, will qualify as
a deduction from income in terms of Section 12J of the Income Tax Act.
In the event of any conﬂict or inconsistency between the terms of this Prospectus and Decentral’s MOI, the terms of
the MOI shall prevail. In the event that it is necessary to amend the MOI in order to ensure the enforcement of any
of the provisions of this Prospectus or to carry into effect the intent of this Prospectus, the Directors will apply all
reasonable endeavours to procure that the MOI is so amended.
Disclaimer
The contents of this Prospectus do not constitute and should not be construed as investment, tax, legal, accounting
and/or other advice. For advice on these matters we recommend that you should consult your preferred
investment, tax, legal, accounting and/or other advisor about any information contained in this Prospectus.
The CIPC registers a prospectus in terms of chapter 4 of the Companies Act. The CIPC takes no responsibility for
the contents of the Prospectus, makes no representations as to the accuracy or completeness thereof and
expressly disclaims any liability whatsoever for any loss howsoever arising from or in the reliance upon any part
of the contents of this Prospectus
Warning
Venture capital investments are speculative by their very nature and prospective subscribers should refer to
Annexure 1 of this Prospectus concerning the potential risks.
Date of issue: 04 June 2021
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Definitions and Interpretations:
In this Prospectus, unless the context indicates otherwise, reference to the singular shall include the plural and
vice versa, words denoting one gender include others, expressions denoting natural persons include juristic
persons and associations of persons, and the words in the first column have the meanings stated opposite them in
the second column as follows:
““A” Ordinary
Shares”

“A” Ordinary Shares of no par value in the share capital of Decentral;

“Act” or "Companies
Act"

Companies Act, 71 of 2008, as amended, including the regulations issued
thereunder;

“Administrative
Manager” or
“Grovest”

Grovest Corporate Advisory Proprietary Limited (registration number
2012/223909/07), a private company incorporated under the laws of South
Africa, full details of which are contained in the Corporate Information and
Advisors section of this Prospectus;

“Advisors”

PKF Octagon Inc, E.R. Goodman, Fasken, Grovest, the Manager and
FirstRand Bank Limited, and/or any one of them as the context may require;

“Application
Form(s)”

the application form constituting the acceptance of the Offer by a prospective
Investor, agreeing to subscribe for the Ordinary Shares, which application
form(s) will be substantially in the form attached to this Prospectus;

“Board”

the Directors of the Company from time to time, which, as at the Last
Practicable Date, comprises the persons identified in section 1, in paragraph 2
of this Prospectus;

“Business Day”

any day other than a Saturday, Sunday or statutory holiday in South Africa;

“Business”

investing in Qualifying Companies that are involved in the development,
owning and managing of renewable energy generation assets that
demonstrate high-yield annuity cash flows;

“CIPC”

the Companies and Intellectual Property Commission, established pursuant to
section 185 of the Companies Act or its successor body;

“Closing Date”

the closing time and date of the Offer expected to be 17h00 on 30 June 2021
or such later date extended by the Company by way of an announcement
released on its website www.decentral.co.za;

“Company” or
“Decentral”

Decentral Energy Capital Limited, registration number: 2015/298257/06, a
public company incorporated under the laws of South Africa, full details of
which are contained in the Corporate Information and Advisors section of this
Prospectus;

“Company
Secretary” or “E.R.
Goodman”

E.R. Goodman Secretarial Services Proprietary Limited, registration number
2017/091079/07, a private company incorporated under the laws of South
Africa, full details of which are contained in the Corporate Information and
Advisors section of this Prospectus;
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“Companies
Regulations”

the regulations promulgated pursuant to the Companies Act;

“Connected
Person(s)”

connected person as defined in section 1(1) of the Income Tax Act;

“Decentral Group”

Decentral Group Proprietary Limited (registration number: 2009/021136/07), a
private company incorporated under the laws of South Africa;

“Decentral
Subsidiaries”

collectively the current Subsidiaries of the Company being, as at the Last
Practicable Date, Decentral Projects 180 Proprietary Limited, NioSP1 Proprietary
Limited and Lodge Energy Solutions Proprietary Limited;

“Directors”

the Directors of the Company from time to time, which, as at the Last
Practicable Date, comprises the persons identified in section 1, in paragraph 2
of this Prospectus;

“FAIS”

Financial Advisory and Intermediaries Services Act, 37 of 2002, as amended
from time to time;

“Fasken”

Fasken (Incorporated in South Africa as Bell Dewar Incorporated), full details
of which are set out in the Corporate Information and Advisors section of this
Prospectus;

“FSCA”

Financial Sector Conduct Authority, a juristic person established in terms of
section 56 of the Financial Sector Regulation Act, 9 of 2017, as amended;

“Income Tax Act”

the Income Tax Act, 58 of 1962, as amended, consolidated or re-enacted from
time to time and including all schedules thereto;

“Investment
Committee”

the investment committee of the Board, appointed from time to time as
contemplated in clause 3.4.6 of this Prospectus;

“Investment
Portfolio”

the portfolio of investments created by investing the proceeds raised from the
issue of Venture Capital Shares pursuant to the Offer;

“Investor(s)”

an individual, trust, company, or other legal entity who subscribes for Venture
Capital Shares;

“Last Practicable
Date”

28 February 2021, being the last practicable date prior to the finalisation of this
Prospectus;

“Management
Agreement”

the agreement concluded between the Manager and Decentral in terms of
which the Manager will conduct the administration and management of
Decentral, details of which are set out in Annexure 4;

“Manager” or
“Promoter”

Decentral Energy Managers Proprietary Limited (registration number:
2016/366182/07), a private company incorporated under the laws of South
Africa, full details of which are contained in the Corporate Information and
Advisors section of this Prospectus;
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“MOI”

the memorandum of incorporation of the Company, as amended from time to
time;

“Octagon”

PKF Octagon Inc, full details of which are set out in the Corporate Information
and Advisors section of this Prospectus;

“Offer”

an offer to subscribe for up to 50 000 Ordinary Shares of no par value at an
issue price of R1 100 per share, with a minimum subscription of at least 200
Ordinary Shares per Investor, the terms of which are set out in this
Prospectus;

“Offer Period”

the period between the opening of the Offer and its closing, being from 10:00
on Friday, 04 June 2021 to 23:59 on Wednesday, 30 June 2021;

“Officer”

the members of the Investment Committee and Audit Committee of the
Company from time to time, which, as at the Last Practicable Date, comprises
the persons identified in paragraph 2.8 of section 1 of this Prospectus;

“Offtaker”

a counterparty to a PPA;

“Ordinary
Shareholders”

holders of Ordinary Shares in the Company;

“Ordinary Shares”

ordinary no par value shares in the share capital of Decentral having the rights
and obligations set out in the MOI;

“PPA”

Power Purchase Agreement setting out the parameters that facilitate the sale
of electricity by Decentral to the Offtaker;

“Prospectus”

this entire prospectus document and its annexures, issued on 04 June 2021;

“Qualifying
Company”

a company satisfying the conditions of a Qualifying Company as defined in
Section 12J of the Income Tax Act;

“Qualifying
Investment(s)”

an investment in the shares of an unlisted company which satisfies the
conditions of a Qualifying Company as defined in Section 12J of the Income
Tax Act;

“Qualifying Shares”

an equity share issued to Decentral by a Qualifying Company;

“Risk Capital”

in respect of each of the Ordinary Shareholders, 100% of the subscription
price paid for the acquisition of the Ordinary Shares, minus the highest
marginal rate of income tax for Investors when such ordinary shares are
issued (being 45% as at the Last Practical Date);

“SARS”

South African Revenue Service;
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“Shareholder”

a holder of Shares from time to time;

“Shares”

collectively Ordinary Shares and “A” Ordinary Shares, or any one of them as
the context may require;

“Subsidiary/(ies)”

as defined in the Companies Act and shall include any person who would, but
for not being a “company” as contemplated in the Companies Act, qualify as a
“subsidiary” as defined in the Companies Act;

“VAT”

Value Added Tax as contemplated in the Value Added Tax Act, 89 of 1991, as
amended from time to time;

“Venture Capital
Company” or “VCC”

a venture capital company as defined in Section 12J of the Income Tax Act;
and

“Venture Capital
Shares”

shares in Decentral as defined in Section 12J of the Income Tax Act, being
Ordinary Shares and excluding “A” Ordinary Shares.
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Decentral Energy Capital Limited
(Incorporated in South Africa)
(Registration number 2015/298257/06)
(FSP Number 46526)
(VCC Number VCC-0031)
(“Decentral” or “the Company”)
Elekanyani Ndlovu (Non-Executive Chairperson)
Benedict Potter (Non-Executive Director)
Christiaan Bode (Non-Executive Director)
Luel Culwick (Non-Executive Director)
Nicolaas Janse van Rensburg (Non-Executive Director)
PROSPECTUS
SECTION 1 – INFORMATION ABOUT DECENTRAL ENERGY CAPITAL LIMITED

1.

NAME, ADDRESS AND INCORPORATION (reg 57)
1.1. Grovest Energy Limited (Registration number 2015/298257/06) was incorporated as a public company on
20 August 2015. (reg 57 (1) (a) and (c)).
1.2. Grovest Energy Limited then changed its name to Decentral Energy Capital Limited on 14 November 2019.
1.3. The Company’s registered office and primary place of business is set out in the Corporate Information and
Advisors section on page 7 of this Prospectus. (reg 57 (1) (b)).
1.4. The Company had no holding company as at the Last Practicable Date (reg 57 (3)).
1.5. As at the Last Practicable Date the Company has subscribed for:
1.5.1.

69.0% of the shares in Decentral Projects 180 Proprietary Limited (Registration
Number 2017/662349/07), a private company incorporated on 19 December 2017 in Johannesburg,
Gauteng, with its registered office and primary place of business at 164 Katherine Street Pinmill Office
Park, Building 2 Strathavon 2196, which is in the business of developing, owning and managing solar
energy generation assets and activities ancillary thereto.

1.5.2.

69.9% of the shares in NioSP1 Proprietary Limited (Registration Number 2018/289078/07), a private
company incorporated on 11 May 2018 in Johannesburg, Gauteng with its registered office and
primary place of business at 117 5 th Avenue Melville Johannesburg 2092, which is in the business of
developing, owning and managing solar energy generation assets and activities ancillary thereto,
linked to a specific Offtaker.

1.5.3.

69.4% of the shares in Lodge Energy Solutions Proprietary Limited (Registration
Number 2018/523391/07), a private company incorporated on 04 October 2018 in Johannesburg,
Gauteng, with its registered office and primary place of business at 117 5 th Avenue Melville
Johannesburg 2092, which is in the business of developing, owning and managing solar energy
generation assets and activities ancillary thereto, linked to a specific Offtaker.

1.5.4.

34.0% of the shares in CVE Spear South Africa Proprietary Limited (Registration
Number 2019/294191/07), a private company incorporated on 12 June 2019 in Johannesburg,
Gauteng, with its registered office and primary place of business at 1 Protea Place Sandown
Johannesburg 2001, which is in the business of developing, owning and managing solar energy
generation assets and activities ancillary thereto, linked to a specific Offtaker.

1.5.5.

69.0% of the shares in Decentral Projects 3 Proprietary Limited (Registration
Number 2018/524902/07), a private company incorporated on 19 December 2017 in Johannesburg,
Gauteng, with its registered office and primary place of business at 164 Katherine Street Pinmill Office
Park, Building 2 Strathavon 2196, which is in the business of developing, owning and managing solar
energy generation assets and activities ancillary thereto.

1.5.6.

69.0% of the shares in Decentral Projects 1 Proprietary Limited (Registration
Number 2017/662349/07), a private company incorporated on 19 December 2017 in Johannesburg,
Gauteng, with its registered office and primary place of business at 164 Katherine Street Pinmill Office
Park, Building 2 Strathavon 2196, which is in the business of developing, owning and managing solar
energy generation assets and activities ancillary thereto.

1.5.7.

69.0% of the shares in Decentral Projects 2 Proprietary Limited (Registration
Number 2018/524850/07), a private company incorporated on 19 December 2017 in Johannesburg,
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Gauteng, with its registered office and primary place of business at 164 Katherine Street Pinmill Office
Park, Building 2 Strathavon 2196, which is in the business of developing, owning and managing solar
energy generation assets and activities ancillary thereto.
1.6. The purpose of the Offer is to raise capital to expand the Company’s investment activities and take
advantage of its strong pipeline of opportunities. The purpose of the Prospectus is to provide information
to Investors in relation to the Offer.
2.

DIRECTORS, OTHER OFFICE HOLDERS AND MATERIAL THIRD PARTIES (reg 58)
2.1. The Board embraces the principles of good corporate governance as espoused in the guidelines of the
King IV Report on Corporate Governance of South Africa 2016 (“King IV”).
2.2. The Board is committed to doing Business ethically while also building a sustainable company but
recognises the short and long-term impact of its activities on the economy, society and the environment.
The Board believes in ethical leadership as the foundation upon which they create value for their
stakeholders.
2.3. The Directors have established mechanisms and policies appropriate to the Company's Business in
keeping with its commitment to the best practices in Corporate Governance in order to ensure guidance
from King lV. These policies and mechanisms are reviewed by the Directors from time to time. Further
details relating to the Company’s approach to Corporate Governance is set out in Annexure 8.
2.4. The Board currently comprises four Non-Executive Directors and an Independent Non-Executive
Chairperson. Details relating to the management of the Company are set out in paragraph 2.10 below.
2.5. The full names, business addresses, position, occupation, qualifications and experience of the Directors
and prescribed officers, all of whom are South African citizens, are set out below: (reg 58 (2)(a))
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Name

Elekanyani Ndlovu (reg 58 (2)(a))

Business
address

3 Centex Close, Kramerville, Sandton (reg 58 (2)(a))

Position

Independent Non-Executive Chairperson (reg 58 (2)(a))

Occupation

Professionally registered (Pr. Eng) with the Engineering Council of South Africa (ECSA).
Serving on the Board of the SABS (South African Bureau of Standards) as a non-executive
member and on the SABS Commercial Board as a Non-Executive Director.
A board member of Phato Investment Cooperative, a communal commercial structure of
common minded individuals. (reg 58 (2)(a))

Qualifications
and Expertise

Elekanyani is a qualified engineer; she graduated with a Bachelor of Science in Electrical
Engineering from UCT (University of Cape Town) and completed the Technology Leadership
Programme with Eskom and Da Vinci.
Her experience in the energy sector includes working on large scale infrastructure projects
and has been trained internationally in the United States of America (USA), Kansas, on
engineering design. She has participated in the Bio-mass VGB (European technical
association for power and heat generation) Work Group and KEMA in Netherlands. Elekanyani
is the head of engineering and project management function at Pele Energy Group which is a
South African black owned Independent Power Producer that owns and operates 902MW of
renewable energy power plants in varying stages of development.

Name

Christian Bode (reg 58 (2)(a))

Business
Address

164 Katherine Street, Building 2, Pinmill Office Park, Strathavon, 2196 (reg 58 (2)(a))

Position

Non-Executive Director and joint Chief Executive Officer of the Manager (reg 58 (2)(a))

Occupation

Renewable Energy project developer and asset manager; Non-Executive Director of the
Manager and Decentral Group. (reg 58 (2)(a))

Qualifications
and Expertise

Name
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Christian graduated with two Master’s degrees, both focused on different aspects within the
renewable energy sector. He achieved a Bsc (Eng) in Mechanical Engineering, Master Msc
(Eng) in Mechanical Engineering, master’s in development and Management.
Christian co-founded Decentral Group with Luel Culwick in 2009 and has since gained 8 years
of working experience developing projects in the renewable energy sector. Decentral
developed a pipeline of over 100MW of small hydro plants in South Africa which will create
approximately R4billion worth of capital investment opportunity for its shareholders. Decentral
Group was first successful in the 4th window of the REI4P with its 5MW small hydro being
selected as preferred bidder.
Christian has focused his expertise into maximising development and equity returns to
Investors by entrenching himself in all commercial and technical aspects of the project pipeline.
Having been a project owner, he has developed a passion for negotiating and deal making
and has gained significant legal and commercial experience in project development and
implementation.

Benedict Potter (reg 58 (2)(a))

Business
address

164 Katherine Street, Building 2, Pinmill Office Park, Strathavon, 2196 (reg 58 (2)(a))

Position

Non-Executive Director (reg 58 (2)(a))

Occupation

Non-Executive Director of Decentral Energy Capital and Managing Director of Sequence
Energy Ltd. (reg 58 (2)(a))

Qualifications

MSc (International Political Economy), MCom (Economics), BCom (Finance and Economics)

Expertise

Ben's experience has spanned the entire energy value chain, as well as the USA, Europe,
Latin America, Africa, Asia-Pacific and MENA. He is the Managing Director of
Sequence Energy, a London-based strategy consultancy, M&A and investment firm. He also
leads the energy capital raising business of Neu Capital Africa, a boutique corporate finance
firm. Prior to this he was a Senior Strategy Manager with EY in London, where he advised
S&P 500 and FTSE 100 energy corporations on corporate strategy, performance improvement
and transactions. He also worked with Genesis Analytics, an emerging markets strategy firm,
advising oil, gas, power and mining firms, and was an ODI Fellow where he worked in the
Mozambican government as an economist. He has a first class MSc (International Political
Economy) from the London School of Economics, a MCom (Economics) from UCT, and a first
class BCom in Finance and Economics from the University of the Witwatersrand. He speaks
English, Portuguese and Spanish.

Name

Luel Culwick (reg 58 (2)(a))

Business
Address

164 Katherine Street, Building 2, Pinmill Office Park, Strathavon, 2196 (reg 58 (2)(a))

Position

Non-Executive Director and joint Chief Executive Officer of the Manager (reg 58 (2)(a))

Occupation

Non-Executive Director of the Manager and a Director of Decentral Group (reg 58 (2)(a))
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Qualifications

Expertise

Luel graduated from Wits in 2008 with a BSc Eng in Industrial Engineering, and in 2010 with
an MSc Eng in Sustainable Energy Engineering from UCT (the Energy Research Centre)
Luel Culwick is a Director of Decentral Group which he co-founded with Christian Bode in 2009
whilst completing their studies.
Decentral has initiated and developed four Small Hydropower projects in South Africa
aggregating 111MW and a total investment value of >R4billion. Decentral led negotiations on
the sale to an international Independent Power Producer of a 5MW Small Hydro Project ahead
of its successful bid into the Fourth Bid Submission Phase of REI4P. Thereafter, Decentral
took a step further and was the Lead Member of the Rooikat Hydropower Consortium which
was the Bidder in respect of the Rooikat Hydropower Project in the Expedited Bid Submission
Phase of the REI4P, which Decentral managed and compiled in its entirety. He has fund raising
experience including having raised development funding of R40million and grant funding of
R15million to date.
Luel’s primary capability is renewable energy project initiation and development, and value
creation through risk management and commercialization of projects. His skills include
integration of the technical, legal, financial and environmental / regulatory aspects of project
development, as well as procurement and management of multidisciplinary teams. On behalf
of Decentral Group, Luel has lead the development and closure of 2.2MW (R24million over 4
projects) of solar PV rooftops including drafting, negotiation and conclusion of the material project
documents.

Name

Nicolaas Janse van Rensburg (reg 58 (2)(a))

Business
address

164 Katherine Street, Building 2, Pinmill Office Park, Strathavon, 2196 (reg 58 (2)(a))

Position

Non-Executive Director (reg 58 (2)(a))

Occupation

Qualifications
and Expertise

CEO of Phakamani Impact Capital
(reg 58 (2)(a))
Nick has worked in the enterprise development area for over 20 years and headed the Anglo
American Zimele team from 1997. He is regarded as an authority in small business
development and holds a wealth of expertise in the field. He is currently CEO of Phakamani
Impact Capital, which specialises in providing SME finance and business development
services. Having completed thousands of transactions, he brings a wealth of experience to the
team.

2.6. Company Advisors and Company Secretary (reg 58(2)(b))
2.6.1.

The names and business addresses of the Advisors are set out in the Corporate Information and Advisors
section of this Prospectus. (reg 58(2) (b) (i) and (ii))

2.6.2.

The Company Secretary is E.R. Goodman, whose name and address is set out in the Corporate
Information and Advisors section of this Prospectus. E.R. Goodman is represented by Marilis Janse
van Rensberg. (reg 58(2) (b) (iii))

2.7. Additional Information Relating to Directors (reg 58(3)(a))
2.7.1.

Directors shall be elected by an ordinary resolution of the Shareholders at a general or annual general
meeting. (reg 58 (3) (a)).

2.7.2.

Annexure 2 contains the following additional information in respect of the Directors: (reg 58 (3) (b)).
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2.7.2.1. borrowing powers of the Company exercisable by Directors, which have not been exceeded or

varied since the Company’s incorporation, and how such borrowing powers can be varied; (reg
58 (3)(c))
2.7.2.2. Directors and prescribed officers’ remuneration policy; and
2.7.2.3. retirement and appointment of Directors. (reg 58 (3) (a))

All Directors have a term of office of a minimum of one year. Further details of the service contracts are
set out in Annexure 3. (reg 58 (3)(a))

2.7.3.

2.8. Directors’ Remuneration (reg 58(3)(b))
The Directors remuneration will be determined by the Shareholders in general meetings. The Director’s
and Officers’ emoluments are set out below:

2.8.1.

Name of Director/Officer

Position

Fees

Elekanyani Ndlovu

Independent Non-Executive
Chairperson and Chairperson
of the Investment Committee

R120 000 annual fee

Christian Bode

Non-Executive Director

Nil

Benedict Potter

Non-Executive Director
Chairperson of the Audit and
Risk Committee
Member of the Investment
Committee

R70 000 annual fee

Luel Culwick

Non-Executive Director
Member of the Audit and Risk
Committee

Nicolaas Janse van Rensburg

Non-Executive Director and
Member of the Investment
Committee
Member of the Audit and Risk
Committee

Nil

R70 000 annual fee

The Board will meet approximately four times per annum.

2.8.2.

2.9. Borrowing powers of the Company exercisable by the Directors (reg 58(3)(c))
2.9.1.

The provisions of the MOI regarding the borrowing powers exercisable by the Directors are set out in
Annexure 2 to this Prospectus.

2.9.2.

The Company has not exceeded its borrowing powers during the past three years.

2.10. Management of the Company (reg 58 (3) (d))
2.10.1.

Decentral is managed by the Manager, whose business address is listed in the Corporate Information
and Advisors section of this Prospectus. The Directors of the Manager are Christian Bode, Luel
Culwick. (58 (3) (d) (i))

2.10.2.

The Manager encompasses an experienced management team with private equity and commercial
experience, including:

2.10.2.1. originating, evaluating and selecting suitable investment opportunities;
2.10.2.2. providing post investment management services; and
2.10.2.3. identifying and implementing exit opportunities.
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2.10.3.

The Company has entered into a Management Agreement with the Manager for an initial period of
10 years. The Manager is incentivised in terms of the Management Agreement, to deliver investment
returns for Decentral. The terms of the Management Agreement are summarised in Annexure 4. (58
(3) (d) (ii))

2.10.4.

In terms of the Management Agreement, the Manager will perform the functions as set out in
Annexure 4. (58 (3) (d) (ii))

2.10.5.

The Manager has entered into an administrative management agreement with Grovest to carry out
certain of the administrative functions of the Company. Please refer to paragraph 3.3 below for more
details.

2.10.6.

The Manager will be paid a once-off capital raising fee of 1.5% of funds raised (excluding VAT) for
Ordinary Shares issued and will earn an annual management fee of 2.5% (excluding VAT), payable
quarterly in advance, calculated on the total capital raised from the Ordinary Shares. (58 (3) (d) (iii))

2.10.7.

The Manager will carry the costs incurred in evaluating investment opportunities not implemented.
(58)(3 (d)(ii))

2.10.8.

One “A” Ordinary Share of no par value will be issued to the Manager or its nominee at R1 per share
for every four Ordinary Shares issued in terms of the Prospectus to facilitate the Manager’s
participation in profits, resulting in a 20% profit participation by the Manager after the return of Risk
Capital to the Investor.

2.10.9.

The Investments of the Company are managed by the Manager. (58 (3) (d) (ii))

2.11. Directors’ Declarations
2.11.1.

None of the Directors of the Company have been declared bankrupt, insolvent or have entered into
any individual voluntary compromise arrangements, or has been publicly criticised by any statutory
or regulatory authorities, including recognised professional bodies, or being disqualified by court from
acting as a director of a company or for acting in the management or conduct of the affairs of the
Company, or has been convicted of any offence involving dishonesty.

2.11.2.

No payment has been made to any Director at the Last Practicable Date, to induce him to become a
Director or in connection with the promotion or formation of the Company.

2.11.3.

Formal letters of appointment have been entered into with all Directors of the Company and are
available for inspection at the registered offices of the Company from the date of issue of this
Prospectus up to and including 10 (ten) Business Days after the Closing Date.
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3.

HISTORY, STATE OF AFFAIRS AND PROSPECTS OF DECENTRAL
3.1

History of the Company (reg 59)
Overview (reg 59(2) (b))

3.1.1.

3.1.1.1.

Grovest Energy Limited was incorporated as a public company on 20 August 2015. (reg 59(3)
(a) (i) and (ii))

3.1.1.2.

Grovest Energy Limited then changed its name to Decentral Energy Capital Limited on 14
November 2019.

3.1.1.3.

The primary investment objective of the Company is to invest in Qualifying Companies that
are involved in the development, owning and managing renewable energy generation assets
that demonstrate high-yield annuity cash flows.

Material changes (reg 59(3) (b))

3.1.2.
3.1.2.1.

As at the Last Practicable Date, other than the subscriptions mentioned in paragraph 1.5 above,
there are no other material changes in the assets and liabilities of the Company which have
occurred during the past 3 years.

3.1.2.2.

Since securing the IDC debt, Decentral has appointed Nick van Rensburg and Ben Potter to
the Board, Nick and Ben have replaced former non-executive director Malcolm Segal and
former non-executive chairman Mafika Mkwanazi.

3.1.2.3.

Decentral has further appointed Erica Lombard as part of the management team who will be
looking after the marketing and communications of the current Decentral portfolio.

3.2

Nature of Business

3.2.1.

Decentral is licensed as a Financial Services Provider in terms of Section 8 of FAIS under license
number 46526. A copy of the FSCA license is attached as Annexure 5 of this Prospectus.

3.2.2.

Decentral is also registered with SARS as a Venture Capital Company in terms of Section 12J of the
Income Tax Act under reference number VCC-0031. A copy of the VCC license is attached as
Annexure 10 of this Prospectus.

3.2.3.

Decentral does not fall within the ambit of the Collective Investment Schemes Control Act, 45 of 2002.
Grovest Corporate Advisory

3.3
3.3.1.

Grovest is the Administrative Manager of the Manager.

3.3.2.

Grovest is responsible for, inter alia:
•
•
•
•
•
•

3.4

maintaining the Section 12J Venture Capital Company structure;
compliance monitoring;
key individual functions;
monthly accounting and audit -preparation;
FSCA and SARS reporting; and
corporate advisory.

Industry Background and Introduction to Decentral
South Africa’s electricity system is on a trajectory towards liberalisation of the electricity sector,
whereby system operation, transmission and distribution functions of the monopoly utility are
separated from the energy generation function. Introduction of competition into the generation sector
results in innovation and efficiencies, thereby reducing energy costs and improving quality and
reliability of supply, as well as transferring risk away from state entities. Furthermore, wind and solar
photovoltaic (“PV”) technologies have, internationally and locally, seen drastic cost reductions over
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the preceding decade. In the Renewable Energy Independent Power Producer Procurement
Programme (“REI4P”), achievable tariffs are in the vicinity of 50c/kWh for a 20-year power purchase
agreement, making wind and solar PV the lowest cost new-build generation capacity available on a
kilowatt hour basis. The REI4P has been a stellar example of the value of a liberalized energy sector.
The following updates from the 2021 financial year and previous changes have created major growth
factors that will drive the transition of South Africa’s energy sector to a clean decentralised energy
structure include, inter alia:
• Promulgation of the Integrated Resources Plan (IRP) - The eagerly-awaited and long
overdue Integrated Resource Plan 2019 (IRP 2019) was gazetted by the Minister of
Mineral Resources and Energy, Gwede Mantashe, on 18 October 2019, updating the
energy forecast for South Africa from the current period to the year 2030. In brief, t here
will be an estimated 500MW per annum that will be constructed in the distributed space
with plant capacities between 1-10MW in size. This pattern of growth is forecasted and
allowed per year until 2030. This results in approximately 5GW of distributed power that
will be invested in in South African representing R50 billion work of investment over the
10-year period. Furthermore, as battery technology becomes economically viable, this
investment quantum will likely double in the coming years.
• Eskom price increase approvals have come out in the double digits resulting in above
inflation price increases on grid power. The cost of rooftop solar energy is already
significantly cheaper than grid power. The future grid price increases will significantly
increase the electricity cost base of South African consumers further pushing them to look
at alternative energy sources.
• Cost reduction in solar PV and wind technologies;
• Solar PV technology, in particular, has demonstrated strong scale inelasticity and
modularity;
• South Africa’s abundant solar and wind resources;
• Current fossil fuel dominated generation is located primarily in the north-eastern parts of
the country, necessitating excessive energy transmission. A decentralised energy
generation structure greatly reduces transmission costs and inefficiencies;
• Forthcoming technological and scale advancement in battery technology, enabling
widespread grid integration of intermittent renewables; and
• Crucially, national government is starting to support the decentralised energy sector, on
23 April 2021, the Minister of Energy amended the Electricity Regulation Act in terms of
which projects below 10MW are no longer required to apply for a generation license and
instead must simply register with the Regulator (the “Licensing Exemption and
Registration Notice”). This legislation creates an avenue for development of small,
decentralised generation assets.
Therefore, even without considering climate change benefits, strong economic incentive exists for
change in South Africa’s energy sector. Consumers will increasingly move away from Eskom
generated electricity as Eskom’s tariffs continue to escalate above inflation. A significant increase in
Independent Power Producers supplying low-cost energy directly into distribution networks is
anticipated as distributors move to retain customers, rather than to allow them to leave the grid
completely.
Decentral is purpose built for success in this environment and is equipped with the necessary skills
to invest in energy assets as South Africa and the world transitions into the energy future.
3.4.1.

Prospects (reg 59 (3) (c) (i))

3.4.1.1. Investment Objective

Decentral’s mandate is to develop, own, and manage a portfolio of renewable energy assets which
demonstrate high-yield annuity cash flows.
3.4.1.2. Investment Strategy

The Directors share the goal of expedient capital deployment through the development and
implementation of a diversified portfolio of small-scale solar energy projects. By investing in a
diversified portfolio, the Company reduces risk whilst creating optimal value for its Investors.
3.4.1.3. Equity Funding
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Decentral will make equity investments into operational assets, projects that are at financial close,
and projects that are near to financial close. The project size is limited by the rules imposed by Section
12J of the Income Tax Act, whereby each company must, immediately after the issuing of the
Qualifying Shares, hold assets with a book value not exceeding R50 million. Decentral has concluded
a self-imposed limit of 3MW per project for generation projects.
The Company has a mandate to make pre-financial close investments in projects with the following
limitations:
•
•

•
•

Demonstrable timeframes to closure of <3 months;
Facilities which qualify for generation license exemption (<10MW). This will be the bulk of the
projects in the Decentral pipeline. Projects less than 1MW with similar Offtakers/technologies will
be bundled to provide a suitable refinance platform post construction. These projects are key to
the Decentral strategy as they generally require minimal development timeframes. These projects
will feature a range of technologies and Offtakers;
Self-consumption/behind the meter projects (>50kW);
Projects will generally be roof-top solar projects in the commercial, industrial and agricultural
sectors.

3.4.1.4. Refinance

Decentral is currently in discussions with debt providers to fund operational projects (i.e., post
construction of a project). The intention of introducing debt after construction is to reduce funding
costs as development risk is mitigated.
Although Decentral intends to make initial investments with 100% equity, the Company will
nevertheless develop all projects with the intention to raise debt in due course. The intention behind
this is twofold:
• Most project risks are common to both Equity and Lenders. Hence, by working closely
with potential Lenders from project inception, equity risks are reduced; and
• In due course, equity returns will be enhanced through leverage from debt finance.
To this extent, the Company has worked closely with its preferred debt partners to ensure the
following bankability requirements are built into the projects at the outset:
•
•
•
•
•
•
•
•
•

Offtakers that demonstrate low credit risk;
Sound Power Purchase Agreement / Lease counterparties;
Experienced designers and contractors and appropriate EPC contracts;
Proven technologies and reputable suppliers;
Capable and experienced operation and maintenance contractors;
Thorough renewable energy resource confidence;
Secure land tenure / site access;
Fully permitted projects; and
Appropriate insurances.

Decentral seeks to solely invest in projects that have a blended equity return that is at or above
appropriate risk-adjusted hurdles. Risk analyses and project structuring will be undertaken by the
Manager and presented to Decentral’s Investment Committee for consideration.
3.4.1.5. Strategic Partnerships

Decentral executes projects alongside highly skilled strategic partners selected for their experience
and strong track record in project-specific skills. Listed below are the project execution partners:
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3.4.2.

Project Evaluation and Investment Process
3.4.2.1.

The Investment Committee, with the assistance of the Manager, applies systematic and
comprehensive criteria in evaluating potential investments and conducts stringent due
diligences before recommending investments to the Board.

3.4.2.2.

The Decentral due diligence (“DD”) process comprises a comprehensive assessment of
commercial and legal structure, technical risks, cost and timing certainty, cash flows,
profitability, legislative requirements, creditworthiness and sustainability of the Offtaker.

3.4.2.3.

The results of the DD will be presented to the investment committee for final decision making,
whereafter the relevant legal agreements will be drafted.

3.4.2.4.

The Manager oversees:
•
•
•
•
•
•
•
•
•

initiating deal flow;
initiating business development and pipeline;
due diligence on potential business deals;
execution on approved deals;
preparation of investment memorandum to the investment committee;
preparation of presentation of potential deal to the investment committee;
carrying out post investment management;
drafting, negotiation, and conclusion of power purchase agreements;
drafting, negotiation, and conclusion of engineering, procurement, and construction
agreements; and
• technical and financial modelling.
3.4.3.

Post Investment Management
3.4.3.1.

The primary purpose of the Board’s involvement in the Qualifying Companies post
investment is to oversee and mitigate operational risk as well as maximise investment return.

3.4.3.2.

Two Directors from Decentral are mandated to serve on the boards of the Qualifying
Companies and are actively involved in the asset management of the portfolio.

3.4.3.3.

The Manager will oversee:
•
•
•
•
•
•
•
•
•
•

3.4.4.

investment management and performance appraisal;
project / fund refinance;
asset disposal / exit;
capital asset procurement (if not financed by projects);
operations procurement (if not financed by projects);
human resources;
corporate governance;
financial reporting;
compliance and legal; and
Investor relations.

Investment Mandate
3.4.4.1.

All capital raised will be invested according to the investment mandate as adopted by the
Board from time to time.

3.4.4.2.

The Company mandate includes investment into any “bankable” clean energy technology
with creditworthy or credit-enhanced Offtakers.
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Exit Strategies

3.4.5.

3.4.5.1.

The Board will evaluate different exit strategies for the Company over the course of the 5year investment timeframe. The Company will endeavour to introduce liquidity options for
Investors wanting to exit the Company in year 5. These options include:
• Introduction of project gearing to provide sufficient capital to Investors seeking appropriate
exits
o Initial discussions and project analysis have commenced with two commercial South
African lenders with the view of introducing up to 60% gearing into the project SPVs.
These discussions are positive, and the level of gearing will depend on the credit risk
of the portfolio. This may require the collateralising of cash flows in the Portfolio;
• Discounting/Securitising a parcel of the Company/Projects/SPVs
o

The Directors are of the opinion that there is a large demand in the institutional and
Independent Power Producer space for high-yield operational cash-generating energy
assets.

• Management buy-out
o

The management team would consider raising its own finance to acquire the Shares
from current Investors at market value.

Decentral’s Investment Committee

3.4.6.

3.4.6.1.

The Investment Committee consists of 3 members. A majority vote is required for investment
decisions. The Investment Committee has the right to co-opt appropriately skilled parties as
and when required.

3.4.6.2.

The Investment Committee comprises the following members:
• Elekanyani Ndlovu (Chairperson);
• Benedict Potter
• Nick van Rensburg

Decentral’s Deal Flow

3.4.7.

3.5

3.4.7.1.

Decentral’s pipeline of projects currently equates to approximately R360 million, of which the
Investment Committee will consider and recommend the projects that meets its investment
criteria to the board.

3.4.7.2.

The Manager has developed a greater pipeline than it will invest into, to ensure the best riskadjusted investment opportunities are selected.

3.4.7.3.

Following successful pipeline development and investment execution in the 2021 financial
year, we anticipate exponential pipeline growth in 2021 financial year.

Directors’ opinion regarding prospects (reg 59 (3) (c))
The Directors are of the opinion that Decentral has good prospects of achieving its investment mandate
based on the following:
•
•
•
•
•
•
•
•

an enabling policy environment and improving market conditions for independent energy asset
managers;
the strengthening of capacity in the Manager and up-skilling of team;
the track record built and network expansion during 2021 financial year;
an experienced, well-balanced, innovative, and motivated management team;
a well-developed pipeline of investment opportunities;
a highly experienced and diversely skilled board and Investment Committee;
a rigorous DD and selection process; and
active post-investment management.
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3.6

State of affairs of the Company (reg 59(3) (d))

The historic Statement of Comprehensive Income for the year ending 29 February 2020 is set out below.
A profit of R6 653 613 before tax was reported in the Audited Financial Statements for the year ending 28
February 2020.
The Directors’ forecasts are based on a targeted Capital of R55 000 000 being raised by way of Ordinary
Shares as at 28 February 2021.

Note 1:
Included in the Public Placement column is financial income of 4.5% p.a. for 12 months and a pro forma adjustment for the operating
expenditure of the Company on the assumption that the company has been in operation for 12 months.
A management fee of 2.5% has been taken into account on the Statement of Comprehensive Income as agreed upon by the Manager and the
Company.
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3.6.1.

Pro forma statement of financial position before and after the Offer.
The audited statement of financial position of Decentral as at 29 February 2020 and pro forma
statement of financial position of Decentral as at 28 February 2021, assuming the Offer is fully
subscribed are set out below.

Notes:
Assuming 50 000 Ordinary Shares have been issued at R1 100 per share and share issue costs of 1.5% have
been set off against capital raised as a Capital Raising fee, 1 "A" Ordinary Share have been issued for every 4
Ordinary Shares subscribed for.
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3.7

Principal immovable property owned and lease payments (reg 59(3) (e))

3.7.1.

As at the Last Practicable Date, the Company and/or the Decentral Subsidiaries do not own any
immovable property.

3.7.2.

The Company entered into a lease agreement for the rental of its premises situated at 164 Katherine
Street, Building 2, Pinmill Office Park, Strathavon, 2196.

3.7.3.

The lease is for an initial period of 2 years at a rental price of R1 000 per month and expires on 28
February 2022.

3.8

Capital commitments and contingent liabilities (reg 59(3) (f))

3.8.1.

Capital commitments
At the Last Practicable Date, the Company has made no material commitments for capital expenditure
for the acquisition, construction, or installation of any buildings, plant, or machinery.

3.8.2.

Contingent liabilities
At the date of this Prospectus, the Company has no material contingent liabilities.

3.9

4.

Turnover, profit and loss and dividend policy (reg 59(3) (g))

3.9.1.

While the Company was incorporated in 2015, the Company did not carry on Business, trade , or
undertake any material activities until its first capital raise in February 2017.

3.9.2.

Refer to paragraph 3.6 of this Section 1 for the revenue, profits, and losses before and after tax of the
Company from 28 February 2018 up until the Last Practicable Date. (reg 59(3) (g) (i) and (ii))

3.9.3.

The report by the Auditor in terms of Regulation 79 of the Companies Act is set out in Annexure 7.

3.9.4.

Decentral has paid a dividend of R 1 865 127 for the year ended 29 February 2020. It is anticipated
that a dividend will be declared to existing shareholders prior to year-end. (reg 59(3) (g) (iii))

3.9.5.

Decentral declared a dividend of 4% for the year ended 28 February 2021. It is anticipated that a dividend
will be declared to existing shareholders prior to year-end. (reg 59(3) (g) (iii))

3.9.6.

Surpluses on realisation of investments will ordinarily be distributed to shareholders by way of
dividends as determined by the Board from time to time. Dividends paid will be subject to Dividends
Tax as per the Income Tax Act, where applicable.

3.9.7.

Surpluses on realisation of investments from the Qualifying Company will ordinarily be distributed to the
Shareholders by way of dividends in terms of the MOI. Dividends declared of a capital nature will be
distributed to the Ordinary Shareholder first. Thereafter, once the Risk Capital has been returned to the
Ordinary Shareholder, the Ordinary Shares and “A” Ordinary Shares will rank pari passu in all dividends
declared by the Qualifying Company.

SHARE CAPITAL OF THE COMPANY (reg 60)
4.1 The authorised and issued share capital of the Company before and after the offer is set out below:
Notes
Assuming 50 000 Ordinary
Shares have been issued at
R1 100 per share. One "A"
Ordinary Share has been
issued for every four
Ordinary Shares issued to
the Manager.
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4.2 The authorised and unissued shares, as depicted in paragraph 4.1 of this section, are under the control

of the Directors, subject to the provisions of Section 38 of the Companies Act.
4.3 None of the Ordinary Shares and “A” Ordinary Shares have any conversion or redemption rights. All

Ordinary Shares and “A” Ordinary Shares participate equally in dividends declared by the Board after the
return of Risk Capital to the Ordinary Shareholders. The terms of the Shares are more fully detailed in
Annexure 9.
4.4 The Shares held by the Directors are set out in paragraph 8.3 of this section 1. (reg 60(a) (iii))
4.5

In the preceding three years the Company has issued the following securities to the public for
subscription (reg 60(c) and 60 (c) (iii)).
Number of
Shares
issued as at
28 Feb 2019

Number of
Shares
issued as
at 31 Aug
2019

Number of
Shares
issued as at
28 Feb 2020

Number of
Shares
issued as
at 31 Aug
2020

Number of
Shares
issued as at
28 Feb 2021

Price at which
Shares were
offered

1 000

1 000

1 060

1 060

1 100

Ordinary Share

11 849

1 500

29 053

2 755

18 151

2 962

375

7 263

688

4 538

R 11 851 962

1 500 375

R 30 803 443

R 2 920 988

R 19 970 638

Details

“A” Ordinary
Share
Total Stated
Capital (Gross)
5.

OPTIONS OR PREFERENTIAL RIGHTS IN RESPECT OF SHARES (reg 61)
The Company is not party to any contract or arrangement (or proposed contract or arrangement), whereby an
option or preferential right of any kind is (or is proposed to be) given to any person to subscribe for any shares
in the Company.

6.

COMMISSIONS PAID AND PAYABLE IN RESPECT OF UNDERWRITING OF SHARE ISSUES (reg 62)
6.1 There have been no commissions paid or payable in respect of underwriting by the Company from

its incorporation date up to the Last Practicable Date.
6.2 No other commissions, discounts, or brokerages have been paid nor have any other special terms

been granted in connection with the issue of shares by the Company.
7.

MATERIAL CONTRACTS (reg 63(1) (a) (b), 63(2))
7.1

The Company has only entered into the following material contracts as at the Last Practicable Date:
•
•

7.2

8.

Management Agreement with the Manager as disclosed in Annexure 4
Directors Service Contracts as set out in Annexure 3

All the material contracts concluded by the Company are open for inspection at its registered address
during normal office hours from the date of issue of this Prospectus up to and including 10 (ten) Business
Days after the Closing Date.

INTEREST OF DIRECTORS AND PROMOTERS (reg 64)
8.1. Christian Bode and Luel Culwick are either direct or indirect shareholders in the Manager.
8.2. Christian Bode and Luel Culwick are Directors in the Manager.
8.3. 1 “A” ordinary share will be issued to the Manager, at R1 each, for every 4 Ordinary shares issued to
Investors in the Company.
8.4. It is envisaged that Decentral Group, of which Christian Bode and Luel Culwick are Directors, may own
up to 30.1% of the non-funding shares in each of the Qualifying Companies.
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8.5. At the Last Practicable Date, the Directors hold the following shares in the Company:
8.5.1.

None of the Directors hold any Ordinary Shares in the Company.

8.5.2.

“A” Ordinary Shares

*Assuming 50 000 Ordinary Shares have been subscribed for in terms of the Offer and 1 “A” Ordinary
Share has been subscribed for every 4 Ordinary Shares issued.

9.

8.5.3.

The salient points of the Management Agreement are disclosed in Annexure 4, the Manager is
entitled to subscribe for one “A” Ordinary Share for every four Ordinary Shares issued.

8.5.4.

No property has been acquired or disposed of by the Company since its incorporation and therefore
the Directors have had no interests in property acquired or disposed by the Company since its
incorporation. reg 64 (1) (b) (iii))

8.5.5.

The Directors have no interests in material contracts or transactions entered into by the Company
other than as set out below:
▪

Luel Culwick and Christiaan Bode are Executive Directors of the Manager.

▪

The directors of the Manager collectively directly or indirectly own 100% of the shares in the Manager.

LOANS (reg 65)
As at the date of this Prospectus, Decentral and/or the Decentral Subsidiaries have no material loans payable
and have not advanced any material loans to any party.

10. SHARES ISSUED OTHERWISE THAN FOR CASH (reg 66)

There have been no Shares or other securities issued other than for cash since the Company’s and/or its
Subsidiary’s incorporation.
11. PROPERTY ACQUIRED OR TO BE ACQUIRED (reg 67)

11.1.

Since incorporation of the Company and up to the date of this Prospectus, the Company and/or its
Subsidiary did not acquire any immovable property or fixed assets.

11.2.

The Company does not plan to acquire any immovable property.

12. AMOUNTS PAID OR PAYABLE TO PROMOTERS (reg 68)

12.1.

A capital raising fee of 1.5% (excluding VAT) is payable to the Manager on all Ordinary Shares
subscribed for in terms of this Offer. In the last three years, a total amount of R1 059 711 has been
paid to the Manager as a capital raising fee in terms of the Management Agreement.

12.2.

The Manager will earn an annual management fee of 2.5% (excluding VAT), payable quarterly in
advance, calculated on the total capital raised for Ordinary Shares. In the last three years a total
amount of R4 488 929 has been paid to the Manager in management fees.

12.3.

One “A” Ordinary Share of no par value is issued to the Manager or its nominee at R1 per share for
every four Ordinary Shares issued in terms of the Prospectus. In the last three years a total amount
of 24 137 “A” Ordinary Shares have been issued to the Manager.
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13. PRELIMINARY EXPENSES AND ISSUE EXPENSES (reg 69)
13.1

An amount of R 127 000 has been budgeted for the expenses of this offer on full subscription, excluding
capital raising fees.

13.2

These expenses (VAT exclusive) are estimated and comprise the following:

Service
Preparation of Prospectus
Registration of Prospectus
Legal Review of Prospectus
Total
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Service Provider
Grovest
CIPC
Fasken

R
R 100 000
R 7 000
R 20 000
R 127 000

SECTION 2 – DETAILS OF THE OFFER

1.

PURPOSE OF THE OFFER (reg 70(a))
1.1. The purpose of the Offer is:
1.1.1.

to expand the capital base of the Company;

1.1.2.

to increase the issued share capital of Decentral to enable it to invest in Qualifying Companies as
defined in Section 12J of the Income Tax Act;

1.1.3.

to invite members of the public, financial institutions and business associates of Decentral to invest
directly in the Company;

1.1.4.

to broaden the shareholder base of Decentral;

1.1.5.

to enhance its profile as a renewable energy Venture Capital Company; and

1.1.6.

to fund the growth aspirations of the Company.

1.2. Any amounts raised in excess of the projected issuing expenses, will be used to achieve the Company’s
goal to increase its capital base. (reg70 (b))
1.3. The Company intends to raise R 55 0000 000 pursuant to the Offer.
2.

SALIENT DATES (reg 71)
The dates and times for the opening and closing of the offer is set out below:
Details
Opening date of the Offer on (10:00)
Expected Closing Date of the Offer (23:59)

3.

04 June 2021
30 June 2021

PARTICULARS OF THE OFFER (reg 72)
3.1. The Offer comprises an offer to the public to subscribe for 50 000 Ordinary Shares at R1 100 per Share,
each having 1 vote per share.
3.2. Application may be made by completing the Application Form in this Prospectus. Completed Applications
must be submitted to the Company by no later than 17h00 on 30 June 2021.
3.3. Prior to the date of this Prospectus and as at the Last Practicable Date, the Company has issued the
following Shares since its incorporation (reg 72(2)):

Date of Issue

28 February 2019
31 August 2019
29 February 2020
31 August 2020
28 February 2021
Total

Date of Issue

28 February 2019
31 August 2019
29 February 2020
28 February 2021
Total

Number of
Ordinary Shares
Authorised
1 000 000
1 000 000
1 000 000
1 000 000
1 000 000

Number of
Ordinary
Shares issued
11 849
1 500
29 053
2 755
18 151
97 746

Number of “A”
Ordinary Shares
Authorised
1 000 000
1 000 000
1 000 000
1 000 000

Number of “A”
Ordinary
Shares issued
2 962
375
7 263
5 227
19 899

Price at which the
Ordinary Shares
were issued
R 1 000
R 1 000
R 1 060
R 1 060
R 1 100

Price at which the
“A” Ordinary Shares
were issued
R1
R1
R1
R1

3.4. In the preceding 3 (three) years the Company has not issued any securities for a premium. (reg 72(3))
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3.5. The Directors have resolved, through the required resolutions, authorisations, and approvals, to issue
50 000 Ordinary Shares of no par value at R1 100 per share in terms of the Offer. The Directors consider
this price to be justified by the prospects of the Company, and therefore adequate consideration in terms
of section 40 of the Companies Act.
3.6. Applications must be for a minimum of 200 (two hundred) Ordinary Shares.
3.7. All application forms completed in accordance with the provisions of this Prospectus and the instructions
set out on the Application Form, should be delivered to:
Email address: Investors@grovest.co.za
Physical address: 164 Katherine Street, Building 2, Pinmill Office Park, Strathavon, 2196
Registered mail: 164 Katherine Street, Building 2, Pinmill Office Park, Strathavon, 2196
3.8. Proof of payment is to be received by Decentral by no later than 17h00 on 30 June 2021.
3.9. Applications will be regarded as complete once payment has been received. Payment may be made by
bank guaranteed cheque (crossed “not transferable”) or banker’s draft or electronic transfer into the
following bank account:
Account Name:
Bank Name:
Branch Name:
Branch Code:
Account Number:

Decentral Energy Capital Limited
FirstRand Bank Limited
Sandton
254 605
628 555 581 39

Applications will be irrevocable once received by Decentral. No receipts will be issued for applications
and/or payments received.
4.

MINIMUM AND MAXIMUM SUBSCRIPTIONS IN TERMS OF THIS OFFER (reg 73)

4.1. The Company intends to raise an amount R 55 000 000 in terms of the Offer. However, a minimum amount
of R 1 000 000 is to be raised in terms of this Offer, in order to discharge the projected issuing expenses
exclusive of VAT.
4.2. Any amounts raised in excess of the projected issuing expenses, will achieve the Company’s goal to
increase its capital base.
4.3. Should the minimum amount of R 1 000 000 not be raised in terms of the Offer, the Offer in terms of this
Prospectus will become null and void, all moneys received will be returned to Investors and no Ordinary
Shares will be issued pursuant to this Offer.
4.4. Should the Offer fail, an announcement to this effect will be made on the Company’s website within 7
(seven) days of the Closing Date, with moneys returned to Investors within 10 (ten) Business Days
thereafter.
5.

RESERVATION OF RIGHTS

5.1. Shares are issued subject to the provisions of the application processes, the constitutional documents of
the Company and the terms of this Prospectus. As such, the Directors of Decentral reserve the right to
accept or refuse any application(s), either in whole or in part, or to abate any or all application(s) in such
manner as they may, in their sole and absolute discretion, determine.
5.2. The Directors of Decentral reserve the right to accept applications for less than 10 (ten) shares per
application at their absolute and sole discretion. Should the application be rejected, the money will be
refunded to the rejected Investor within 10 (ten) Business Days.
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6.

RESULTS OF ALLOCATIONS
Investors will be notiﬁed of the allocation of Shares within 7 (seven) days of the Closing Date by way of
email.
6.1. Over Subscriptions
In the event of any Offer application being rejected or accepted for a lesser number of Shares than
applied for, any surplus application monies received will be refunded by Decentral within 10 (ten)
Business Days of the Closing Date.
6.2. Issue of Shares
All Ordinary Shares to be issued in terms of the Offer will be issued at the expense of Decentral.
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SECTION 3 - STATEMENTS AND REPORTS RELATING TO THE OFFER
1.

STATEMENT OF ADEQUACY OF CAPITAL (reg 74)
The Directors of the Company are of the opinion that issued working capital of Decentral, both before and
pursuant to the Offer, is sufficient for Decentral’s present requirements, that is, for a period of at least the next
12 months from the date of issue of this Prospectus.

2.

REPORT BY DIRECTORS AS TO MATERIAL CHANGES (reg 75)
There have been no other material changes in the financial and trading position of the Company since the
previous financial reporting period and the date of this Prospectus.

3.

STATEMENT AS TO LISTING ON STOCK EXCHANGE (reg 76)
No application has been made to any stock exchange for the listing of the Company's securities. The
Company is currently investigating the possibility of listing its securities on an approved over -the-counter
exchange (OTC Platform) and will update shareholders in this regard going forward.

4.

REPORT BY THE AUDITOR WHERE BUSINESS UNDERTAKING TO BE ACQUIRED (reg 77)
Potential pipeline deals mentioned in the Prospectus do not meet the criteria of Reg 77 as they are not yet a t
finalization stage.

5.

REPORT BY THE AUDITOR OF THE COMPANY (reg 79)
In terms of Regulation 79 of the Companies Act, the auditor is required to prepare a report on the profits and
losses, dividends and assets and liabilities of the Company. In this regard paragraph 3.4 of Section 1 and
Annexure 7 of this Prospectus sets out the financial information and the auditor's report in respect of the
financial information required.
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SECTION 4 - ADDITIONAL MATERIAL INFORMATION
1.

TAX DEDUCTIBILITY OF INVESTMENT IN DECENTRAL
1.1. In terms of Section 12J of the Income Tax Act, Investors will be entitled to deduct from their income the
full amount of their investment in Decentral in the tax year in which the investment is made provided that
Decentral is approved by SARS as a Venture Capital Company.
1.2. This tax relief mitigates investment risk and may enhance the potential return.
1.3. The tax impact is best demonstrated as follows:
Investor type
Gross investment
Tax relief (Maximum marginal rate)
Net Investment
Effective % Tax Relief

Individuals
R1 000 000
(R450 000)
R550 000
45%

Trusts
R1 000 000
(R450 000)
R550 000
45%

Corporates
R1 000 000
(R270 000)
R730 000
27%

*Dividends received by Corporates are not subject to Dividends Tax, to the extent the local company-to-company dividend exemption requirements
set out in section 64F of the Income Tax Act are met.
** The above is based on an individual being taxed at the highest marginal income tax rate, in the tax year in which the investment is made

1.4. Decentral intends to return realised investment surpluses to shareholders by way of dividends. Dividends
paid will be subject to Dividends Tax as applicable.
1.5. A return of capital limited to the amount of the initial investment in Decentral should not be subject to
income tax as a recoupment in the hands of an Investor provided that the investment has been held for no
less than five years and Decentral's approval by SARS as a Venture Capital Company has not for any
reason been withdrawn.
1.6. An amount equal to 125% of the expenditure incurred by Investors in subscribing for shares in Decentral
must be included in the income of Decentral in the year of assessment should its approval as a Venture
Capital Company be withdrawn.
1.7. Capital Gains as well as original capital returned to Investors will be subject to Capital Gains Tax.
2.

PROCEDURE TO CLAIM TAX DEDUCTION OF INVESTMENT
2.1. Investors will be entitled to deduct the full amount of their investment in Decentral from their income in the
tax year ending 28 February 2022.
2.2. Decentral shall send certificates to substantiate claims for tax deductions to Investors within 6 weeks of the
Closing Date.
2.3. Investors can claim the tax relief by adjusting their estimates of taxable income in their provisional tax
returns and claiming the deduction in their 2022 income tax returns.

3.

LITIGATION STATEMENT
There are no legal or arbitration proceedings, including any proceedings that are pending or threatened, of
which the Company is aware that may have or have had in the last 12 months, a material effect on the
Company financial position.

4.

CORPORATE GOVERNANCE
4.1. Decentral subscribes to the guidelines of Corporate Governance set out in the King IV Report on
Corporate Governance as set out in Annexure 9. (reg 54 (1) (b) (i))
4.2. The Managers performance is reviewed by the Board on an ongoing basis.
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5.

EXPERTS’ CONSENTS
5.1. Each of the parties listed under “Corporate Information and Advisors” section have consented in writing to
act in the capacities stated and to their names appearing in this Prospectus and have not withdrawn their
consent prior to the publication of this Prospectus.
5.2. The independent reporting accountants have consented in writing to have their reports appear in the
Prospectus in the form and context as they appear and have not withdrawn their approval prior to the
publication of this Prospectus.

6.

DIRECTORS’ RESPONSIBILITY STATEMENT
The Directors of the Company, whose names are given in Section 1, paragraph 2.5 of this Prospectus,
collectively and individually, accept full responsibility for the accuracy of the information provided in this
Prospectus and certify that to the best of their knowledge and belief there are no facts relating to the Company
that have been omitted which would make any statement relating to the Company false or misleading, that
all reasonable enquiries to ascertain such facts have been made and that this Prospectus contains all
information relating to the Company required by law.

7.

FINANCIAL ADVICE
7.1. This Prospectus constitutes objective information about Decentral. Nothing contained in it should be
construed as constituting any form of investment advice or recommendation, guidance or proposal of a
financial nature in respect of any investment. Nothing in this Prospectus should be construed as
constituting the canvassing for, or marketing or advertising of financial services by Decentral.
7.2. Investors should be cognisant that the value of, and potential income generated from, an acquisition of
shares in Decentral may appreciate as well as depreciate. Investors may not realise the initial share
acquisition price. lf in doubt, Investors should seek advice from their financial advisor, attorney,
accountant, banker, or other professional advisor.

8.

RISK FACTORS OF VENTURE CAPITAL INVESTMENTS
8.1. All the information in this Prospectus should be considered by potential Investors before making a decision
to invest in Decentral. Venture Capital Investments are considered to be speculative and are considered
to be more suitable for Investors in a high-income bracket who are prepared to accept the risks inherent
in investments of this nature.
8.2. Prospective Investors should carefully consider their financial position and make every effort to familiarise
themselves with the consequences of non-attainment by Decentral of the objectives outlined in this
Prospectus. It may be prudent to seek independent financial advice regarding this investment.
8.3. Prospective Investors should be aware that the value of the ordinary shares in Decentral will fluctuate and
that their investment may not realise a profit.
8.4. Changes in legislation relating to Venture Capital Companies may restrict or adversely affect the ability of
Decentral to meet its objectives.
8.5. There can be no assurances that Decentral will meet its objectives.
8.6. In order to comply with VCC legislation, Decentral must spend at least 80% of its expenditure on equity
shares in Qualifying Companies, which must be unlisted and have a book value of assets of not more
than R50 000 000 after Decentral makes an investment in the Qualifying Companies. Such companies
may have a higher risk profile than larger, listed companies.
8.7. Qualifying Investments made by Decentral will be in companies whose shares are not listed and will
therefore not be readily marketable. Whilst Decentral may, in exceptional circumstances, buy back
ordinary shares from Shareholders, it is not obliged to do so.
8.8. Venture Capital Shares are illiquid. Incoming Investors who purchase Venture Capital Shares from
existing Investors will not qualify for the Section 12J Income Tax deduction.
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9.

COMPLAINTS PROCESS & TCF OUTCOMES
9.1. Decentral is committed to service excellence and values the relationship with its Investors. The Treat Your
Customers Fairly (TCF) Culture is embedded in our Business.
9.2. In terms of FAIS, Investors may lodge a complaint with Jeffrey Miller who is the Key Individual of Decentral
at ki@grovest.co.za. We are committed to an effective and fair resolution of any complaints. Decentral’s
Complaints Resolution Procedure is available on request.

10. CONFIDENTIALITY

Decentral will not use or disclose any confidential information obtained, except to the extent permitted by our
Investors or required by applicable law. Policies and procedures in terms of the Protection of Personal
Information Act are in the process of implementation.
11. INVESTORS NOT RESIDENT IN SOUTH AFRICA

11.1. Investors not resident in South Africa should seek professional advice as to the consequences of making
an investment in a VCC as they may be subject to tax in other jurisdictions as well as in South Africa.
11.2. The following summary is intended as a guide and is, therefore, not comprehensive. If you are in any doubt
in this regard, please consult your professional advisor.
11.3. Emigrants from the Common Monetary Area
11.3.1. A former resident of the Common Monetary Area who has emigrated from South Africa may use
Blocked Rands to purchase Shares in terms of the Offer.
11.3.2. All payments in respect of subscriptions for Shares by emigrants using Blocked Rands must be made
through an authorised dealer in foreign exchange.
11.3.3. Share certificates will be restrictively endorsed as “NON-RESIDENT”.
11.3.4. If applicable, refund monies in respect of unsuccessful applications, emanating from Blocked Rand
accounts, will be returned to the authorised dealer administering such Blocked Rand accounts for the
credit of such applicant’s Blocked Rand account.
11.4. Applicants resident outside the Common Monetary Area
11.4.1. A person who is not resident in the Common Monetary Area should obtain advice as to whether any
government and/or legal consent is required and/or whether any other formality must be observed to
enable an application to be made in terms of the Offer.
11.4.2. This Prospectus is accordingly not an Offer in any area or jurisdiction in which it is illegal to make such
an Offer. In such circumstances this Prospectus is provided for information purposes only. Share
certificates will be restrictively endorsed as “NON-RESIDENT”.
12. DOCUMENTS AVAILABLE FOR INSPECTION (reg 53(a) (b) (d) (e))

Copies of the following documents will be available for inspection at the registered offices of Decentral at any
time during business hours on weekdays until and including 10 (ten) Business Days after the Closing Date:
12.1. the MOI;
12.2. the material agreements disclosed in this Prospectus, including, the Management Agreement and the
Director Services Agreements;
12.3. the written consents of the Advisors and the company secretary, reporting accountant’s report named in
this Prospectus to act in those capacities;
12.4. the reporting accountant’s report; and
12.5. Decentral’s FSCA license.
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13. PROFESSIONAL INDEMNITY AND FIDELITY INSURANCE COVER

As required in terms of FAIS, professional indemnity and fidelity insurance cover of R 15 000 000 has been procured
by Decentral.
14. SHARE BUY BACKS

▪

An investment in Decentral should be considered as a medium- to long-term investment. In the event of a
shareholder requiring to dispose of his investment prematurely, the Board will endeavour to place the shares
with an alternate Investor on his behalf.

▪

In exceptional circumstances, and at the discretion of the Board, Decentral may repurchase such shares at
an appropriately discounted value.

▪

Shareholders who do not hold Venture Capital Shares for a minimum period of five years, will be subject to
a recoupment of tax on their initial investment, in the year in which the Venture Capital Shares are sold.
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SECTION 5 - INAPPLICABLE SECTIONS

1.

The following paragraphs of the Companies Act Regulations dealing with the requirements for a prospectus
are not applicable to this Prospectus:

1.1.
1.2.
1.3.
1.4.
1.5.
1.6.
1.7.
1.8.
1.9.
1.10.
1.11.
1.12.
1.13.
1.14.

Regulation 54(2)
Regulation 55
Regulation 57(2)
Regulation 57(3)(a)(b)
Regulation 59
Regulation 61
Regulation 62
Regulation 64 (2) (b)(i), (ii) and (c)
Regulation 65
Regulation 66
Regulation 67(b)(i)
Regulation 77
Regulation 78 and
Regulation 80

Signed in Sandton by Christiaan Cesar Bode on behalf of all of the Directors of Decentral Energy Capital Limited on or
about 31 May 2021.

_____________________________________
By Christiaan Cesar Bode, Non-Executive Director
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ANNEXURE 1 – Risk Factors

This annexure describes the risk factors which are considered by the Directors to be material in relation to Decentral:

Risk

Economic
conditions

Uncertainty

Explanation of impact of risk
on performance/ reputation of
Decentral

The state of the economy will
change over time in line with
the economic and business
cycles

Having limited knowledge of
current conditions or future
outcomes

Legislative risk includes
changes to Section 12J
legislation

Level

Medium

Low

Medium

Changes in
legislation
Government may introduce
or change current legislation
in relation to electricity
production.

Medium

Mitigating factor

Energy projects will be linked to
Power Purchase Agreements (PPAs)
that will have agreed escalation
indices such as CPI, National Energy
Regulator of South Africa (NERSA)
approved electricity price increases or
fixed indexations.
The Investment Committee will only
consider investments of which it has
a good understanding and can add
value and influence to the underlying
investments.

The Section 12J VCC regime is
subject to a sunset clause
terminating on 30 June 2021, and
this was not extended.
Manager will stay abreast of all
changes in relevant legislation and if
restructuring of projects is required
then this will be explored.

Full disclosure is made to Investors
that shares subscribed for are illiquid
for 5 (five) years.

Illiquid
shares
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The issued Ordinary Shares to
Investors are Illiquid

Medium

At the discretion of the Board, the
company may repurchase Investor
shares at an appropriately discounted
value. Furthermore, the board is
considering high probability exit
strategies including as well as exit
underpins from international power
producers or institutional Investors.

Fraud risk /
internal
control risk

The Company does not have
an internal audit function

•

Management accounts are
produced monthly and
reviewed by the Board.

•

It is not deemed necessary by
the Audit and Risk Committee
to implement an internal audit
function due to the size of the
company.

Low

•

Credit Risk

Credit risk consists mainly of
cash deposits, cash
equivalents and trade debtors.

•
Interest
Rate Risk

•

•

Operational
Risks
•
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Financial Assets and
Liabilities that are
sensitive to interest rate
comprise
Cash balances and
gearing if any.

The operational risk is
that investment decisions
are not properly
evaluated and
considered.
Post investment
management not
conducted with adequate
diligence and care.

Low

Low

External auditors annually
provide a management report
on internal controls to the
The Company only deposits cash
Audit and Risk Committee.
with major banks with high quality
credit standing and limits exposure to
any one counterparty.
•

Funds not yet invested are
deposited in short-, medium-,
and long-term interest-bearing
accounts.

•

A 1% increase or decrease
represents management’s
assessment of reasonably
possible changes in interest
rates.

•

The mandate of the
Investment Committee is to
ensure that investment
decisions are properly
considered and evaluated
prior to investments being
made.

•

The Manager will procure the
appointment of at least 1 nonexecutive director to the Board
of Qualifying Companies as a
condition of investment.

•

The performance of the
underlying assets is subject to
long-term credit risk of the
underlying energy Offtaker. A
thorough credit assessment is
performed on the assets under
management and it is expected
that there will be a <5% default
rate in the portfolio.

Medium

Liquidity
Risk

The risk that funds will not be
available to meet future
investment requirements.

Medium

Construction contracts include
penalties for delay where appropriate.

Construction delays due to
Covid-19 response measures.

Covid-19
related
Risks

Customers consuming less
energy due to economic
contractions.

Medium

Customers becoming financially
distressed due to macroeconomic effects of the
pandemic.

Capital Risk
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To safeguard the Company’s
ability to continue as a going
concern to provide returns for
shareholders and benefits for
other stakeholders and to
maintain an optimal capital
structure to reduce the cost of
capital.

The Company manages liquidity risk
through ongoing review of future
funding obligations, and by avoiding
the creation of a funding obligation in
excess of unconditional raised capital.

Many PPAs include take-or-pay
clauses where customers are required
to purchase a minimum annual
energy amount irrespective of
whether the minimum energy amount
is consumed.
To date, the Company’s customers
have been largely unaffected.

Medium

In order to maintain or adjust the
capital structure, the company may
issue new shares or sell assets to
increase cash and cash equivalents.

ANNEXURE 2 - Appointment, Qualification, Remuneration and Borrowing Powers of Directors (MOI Extract)
The material provisions of the MOI of the Company are as follows:
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ANNEXURE 3 – DIRECTORS SERVICE CONTRACTS

Name of
Director

Christian
Bode

Luel Culwick

Commencement
Date

22/01/2018

22/01/2018

Termination
Date

Period

Notice
Period

Remuneration

22/01/2023

Five
consecutive
one year
terms of
office

1 calendar
month

Nil

12/09/2023

Five
consecutive
one year
terms of
office

1 calendar
month

Nil

1 calendar
month

R120 00 per annum

Elekanyani
Ndlovu

01/01/2017

01/01/2022

Five
consecutive
one year
terms of
office

Jeffrey
Miller

21/08/2020

31/03/2021

Resigned

1 calendar
month

Nil

Malcolm
Segal

06/10/2020

31/03/2021

Resigned

1 calendar
month

Nil

Doug
Smollan

31/01/2017

31/01/2022

Resigned

1 calendar
month

Nil

10/03/2026

Five
consecutive
one year
terms of
office

1 calendar
month

R70 000 per annum

10/03/2026

Five
consecutive
one year
terms of
office

1 calendar
month

R70 000 per annum

Benedict
Potter

Nicolaas
Janse van
Rensberg
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11/03/2021

11/03/2021

ANNEXURE 4 – Management Agreement (Extract)
1. Salient Points of the Management Agreement
Term
Notice Period
Services

: 10-Years and thereafter for an indefinite period
: 3 Months’ notice from either Party after the 10-year period
:

•

effectively manage and supervise the day to day operations of the Business including, but without
limitation:

•

raising of funds for the operations of the Business and if necessary engaging brokers for that purpose;

•

promoting and marketing the Company and the Business;

•

initiating and sourcing of potential investments for the Company;

•

managing due diligence investigations in relation to potential investments and making recommendations
arising therefrom to the Board;

•

monitoring and managing the Company’s investments and to the extent necessary representing the
Company at shareholders and Directors meetings of companies in which the Company has invested;

•

investigating and managing the disposal and realisation of the Company’s investments and making
recommendations in that regard to the Board;

•

conducting on behalf of the Company all negotiations in relation to the acquisition or disposal of any
investment;

•

preparation, on request by the Board, of material required for inclusion in the annual and other reports of
the Company or the Board;

•

prepare and maintain agendas, minutes, adequate accounting records and other reports in respect of the
Business;

•

effectively supervise the human resources component of the Business including the appointment and
dismissal of employees and the determination of their terms of employment and remuneration;

•

open and operate banking accounts for the purposes of the Business;

•

report to the Board at such times as may be reasonably necessary with regard to all aspects of the
Business;

•

institute or defend any legal proceedings arising out of the ordinary and regular course of conduct of the
Business.

Remuneration: Fee Structure and Ordinary Shares
•
•

•

a once-off capital raising fee of 1.5% on new Share Capital subscribed for by Investors;
a management fee of 2.5% per annum (excluding VAT) on Share Capital raised and Debt Capital drawn,
reducing to 2% per annum once total capital under management exceeds R200 million, payable quarterly
in advance; and
the Manager will subscribe for one “A” Ordinary Share of no par value at a subscription price of R1,00 per
“A” Ordinary Shares share for every 4 Ordinary Shares issued by the Company to Investors.
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ANNEXURE 5 – FSCA License
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ANNEXURE 6 – Auditors Report, Regulation 79 and Independent Auditors Report
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ANNEXURE 7 – Audited Financial Statements for the year ended 29 February 2021
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ANNEXURE 8 - King Code on Corporate Governance
The Directors have established mechanisms and policies appropriate to the Company's business in keeping with
its commitment to the best practices in Corporate Governance in order to ensure guidance from the King Code
lV. These are reviewed by the Directors from time to time.
The formal steps taken by the Directors are summarised as follows:
1.

BOARD OF DIRECTORS AND BOARD SUB-COMMITTEES
Board of Directors
The Board consists of a minimum of 4 non-executive Directors. The non-executive Directors bring to
the Company a wide range of skills and experience that will enable them to contribute an independent
view and to exercise objective judgement in matters requiring the Directors' decisions. The Chairman
is an independent non-executive director.
All Directors are subject to retirement by rotation and re-election by shareholders at least once every
three years in accordance with the Company's MOI.
Board meetings are held at least quarterly, with additional meetings convened when circumstances
necessitate it. The Board sets the strategic objectives of the Company and determines investment and
performance criteria as well as being responsible for the proper management, control compliance and
ethical behaviour of the businesses under its direction. The Board has established a number of
committees to give detailed attention to certain of its responsibilities and which operate within defined,
written terms of reference.
Audit and Risk Committee
The Board has established an audit and risk committee whose primary objectives are to provide the
Board with additional assurance regarding the efficacy and reliability of the financial information used by
the Directors, to assist them in the discharge of their duties. The committee is required to provide
comfort to the Board that adequate and appropriate financial and operating controls are in place, that
significant business, financial and other risks have been identified and are being suitably managed and
that satisfactory standards of governance, reporting and compliance are in operation.
Within this context, the Board is responsible for the Company's systems of internal financial and
operational control. The Directors are charged with the responsibility of determining the adequacy,
extent and operation of these systems. Comprehensive reviews and testing of the effectiveness of the
internal control systems in operation are performed by external practitioners, who report to the Audit
Committee.
The Audit and Risk Committee meets at least two times a year and comprises a majority of nonexecutive Directors, one of whom acts as Chairman. Executives and managers responsible for finance,
the heads of internal audit, if applicable, and the external auditors, are in attendance.
Remuneration Committee
The Board performs the functions of a remuneration committee in that it monitors the remuneration
policies of Decentral and reviews and approves the remuneration set for Directors.
The Company's remuneration policies are reviewed annually.
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Investment Committee
The Board has appointed an investment committee. The committee consists of a minimum of two non executive Directors, one independent non-executive director and an independent consultant.
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The investment committee meets quarterly and when necessary to review Decentral’s Investment
Portfolio as well as to consider investment opportunities and possible sales of investments. The
committee's authority level is determined by the Board.
The independent consultant has voting power at the investment committee.
2.

DIRECTORS’ DEALINGS AND PROFESSIONAL ADVICE
The Company operates a policy of prohibiting dealings by Directors and certain other managers in
periods of time as deemed necessary by the Board.
The Board may in furtherance of their duties, take independent professional advice, at the Company's
expense, when necessary. All Directors have access to the advice and services of the Company
Secretary.

3.

RISK MANAGEMENT
The objective of risk management is to identify, assess, manage and monitor the risks to which the
business is exposed. It is the Board's responsibility to:
•
•

•
•
•

review legal matters that could have a significant impact on the company's business;
review the company's Directors' reports detailing the adequacy and overall effectiveness of the
company's risk management function and its implementation by management, and reports on
internal control and any recommendations, and confirm that appropriate action has been taken;
review the risk philosophy, strategy and policies recommended by the Board. The committee will
ensure compliance with such policies.
review the adequacy of insurance coverage; and
review risk identification and measurement methodologies.

Each risk is viewed from three distinct perspectives:
•
•
•
4.

opportunity (as there is an inherent relationship between risk and reward);
uncertainty (to ensure proactive action); and
hazard (Potential negative events including financial loss such as theft, injury, death or a lawsuit).

COMMUNICATION
The company is committed to communicating regularly and effectively with all stakeholders in an accurate
and transparent manner.

5.

STAKEHOLDER RELATIONSHIPS
Mutual respect between the Company and its stakeholders is encouraged and the interests of
stakeholders are taken into account in all decisions made by the company. All Shareholders are treated
equally.

6.

ETHICS
Decentral is committed to being a responsible corporate citizen promoting the highest standards of
ethical behaviour.
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Instances of non-compliance with King IV are listed below

7.

LEADERSHIP, ETHICS AND CORPORATE CITIZENSHIP
Compliant
Remarks
Organisational ethics
Principle 2: The governing body should govern the ethics of the organisation in a way that supports the establishment of an
ethical culture.
7.
The governing body should ensure that the codes of conduct and ethics policies
provide for arrangements that familiarise employees and other stakeholders with the
organisation's ethical standards. These arrangements should include a.
publishing the organisation's codes of conduct and policies on the
Available for
organisation's website, or on other platforms or through other media as is
inspection at the
Non-compliant
appropriate;
company’s
premises.
c.
including the codes of conduct and ethics policies in employee induction and
The Company is
training programmes.
managed by the
N/A
Manager and has no
employees
9.
The governing body should exercise ongoing oversight of the management of ethics
and oversee that it results in the following:

c.

The use of protected disclosure or whistle-blowing mechanisms to detect
breaches of ethical standards and dealing with such disclosures appropriately.
Partially
Compliant

d.

10.

The monitoring of adherence to the organisation's ethical standards by
employees and other stakeholders through, among others, periodic
independent assessments.

Non-compliant

The following should be disclosed in relation to organisational ethics:
a. An overview of the arrangements for governing and managing ethics.
Partially
Comply

b. Key areas of focus during the reporting period.
Non-compliant

c. Measures taken to monitor organisational ethics and how the outcomes were
addressed.
Non-compliant

d. Planned areas of future focus.
Non-compliant

Governance
processes in place
as are appropriate to
the size and scope of
the Company’s
operations
Governance
processes in place
as are appropriate to
the size and scope of
the Company’s
operations
Governance
processes in place
as are appropriate to
the size and scope of
the Company’s
operations
Governance
processes in place
as are appropriate to
the size and scope of
the Company’s
operations
Governance
processes in place
as are appropriate to
the size and scope of
the Company’s
operations
Governance
processes in place
as are appropriate to
the size and scope of
the Company’s
operations

Responsible corporate citizenship
Compliant
Remarks
Principle 3: The governing body should ensure that the organisation is and is seen to be a responsible corporation citizen
14. The governing body should oversee and monitor, on an ongoing basis, how the
consequences of the organisation's activities and outputs affect its status as a
The Company is
responsible corporate citizen. This oversight and monitoring should be performed
managed by the
against measures and targets agreed with management in all of the following areas:
N/A
Manager and has no
employees
a.
Workplace (including employment equity; fair remuneration; and the safety,
health, dignity and development of employees).
b
Economy (including economic transformation prevention, detection and
The Company is
response to fraud and corruption, and responsible and transparent tax policy).
managed by the
N/A
Manager and has no
employees
15. The following should be disclosed in relation to corporate citizenship:
Governance
a. An overview of the arrangements for governing and managing responsible
Non-compliant
processes in place
corporate citizenship.
as are appropriate to
the size and scope of
Non-compliant
b. Key areas of focus during the reporting period.
the Company’s
c. Measures taken to monitor corporate citizenship and how the outcomes were
Non-compliant
operations
addressed.
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d. Planned areas of future focus.
Reporting

Non-compliant
Compliant

Remarks

Principle 5: The governing body should ensure that reports issued by the organisation enable stakeholders to make informal
assessments of the organisation’s performance, and its short, medium and long-term prospects.
11. The governing body should oversee that reports such as the annual financial
Governance
statements, sustainability reports, social and ethics committee reports, or other online
processes in place
or printed information or reports are issued, as is necessary, to comply with legal
Partially
as are appropriate to
requirements, and/or to meet the legitimate and reasonable information needs of
Comply
the size and scope of
material stakeholders.
the Company’s
operations
12. The governing body should oversee that the organisation issues an integrated report
Governance
at least annually, which is either:
processes in place
Partially
as are appropriate to
Comply
the size and scope of
the Company’s
operations
a. a standalone report which connects the more detailed information in other reports
and addresses, at a high level and in a complete, concise way, the matters that
could significantly affect the organisation's ability to create value; or
Governance
b. a distinguishable, prominent and accessible part of another report which also
processes in place
includes the annual financial statements and other reports that must be issued in
Partially
as are appropriate to
compliance with legal provisions.
Comply
the size and scope of
the Company’s
operations
15. The governing body should oversee that the following information is published on the
Governance
organisation's website, or on other platforms or through other media as is appropriate
processes in place
for access by stakeholders:
Non-compliant
as are appropriate to
a. Corporate governance disclosures required in terms of this Code (refer to Part 3:
the size and scope of
King IV Application and Disclosure for more detail).
the Company’s
operations
Non-compliant
b. Integrated reports.
Audited Annual
c. Annual financial statements and other external reports.
Financial Statements
Partially
are sent to
Comply
shareholders
annually.
Primary role and responsibilities of the governing body
Compliant
Remarks
Principle 6: The Governing Body should serve as the focal point and custodian of corporate governance in the organisation.
5.
The following should be disclosed in relation to the primary role and responsibilities of
Attendance
the governing body:
Registers maintained
for all relevant
Partially
meetings
Comply
a. The number of meetings held during the reporting period, and attendance at those
meetings
b. Whether the governing body is satisfied that it has fulfilled its responsibilities in
Partially
Governance
accordance with its charter for the reporting period.
Comply
processes in place
as are appropriate to
the size and scope of
the Company’s
operations
Composition of the governing body
Compliant
Remarks
Principle 7: The governing body should comprise the appropriate balance of knowledge, skills, experience, diversity and
Independence for it to discharge its governance role and responsibilities objectively and effectively.
Composition
7.
When determining the requisite number of members of the governing body, the
following factors should be considered:
b. The appropriate mix of executive, non-executive and independent non-executive
members
Partially
Comply

f.

Diversity targets relating to the composition of the governing body.
Partially
Comply

8.

The governing body should comprise a majority of non-executive members, most of
whom should be independent.
Partially
Comply

9.

As a minimum, the chief executive officer (CEO) and at least one other executive
should be appointed to the governing body to ensure that it has more than one point
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N/A

Governance
processes in place
as are appropriate to
the size and scope of
the Company’s
operations
Governance
processes in place
as are appropriate to
the size and scope of
the Company’s
operations
Governance
processes in place
as are appropriate to
the size and scope of
the Company’s
operations
The Company is
managed by the

11.

of direct interaction with management. The executive other than the CEO appointed
to the governing body may be the chief finance officer (CFO) or another designated
executive as is appropriate for the organisation.
The governing body should set targets for race and gender representation in its
membership.
Partially
Comply

12.

The governing body should establish arrangements for periodic, staggered rotation
of its members so as to invigorate its capabilities by introducing members with new
expertise and perspectives while retaining valuable knowledge, skills and experience
and maintaining continuity.

Nomination, election and appointment of members to the governing body
20.
A brief professional profile of each candidate standing for election at the annual
general meeting (AGM), including details of existing professional commitments,
should accompany the notice of the AGM, together with a statement from the
governing body confirming whether it supports the candidate's election or re-election.

Partially
Comply

Manager and
therefore there is no
CEO or CFO
Governance
processes in place
as are appropriate to
the size and scope of
the Company’s
operations
Governance
processes in place
as are appropriate to
the size and scope of
the Company’s
operations

Partially
Comply

Governance
processes in place
as are appropriate to
the size and scope of
the Company’s
operations

N/A

The Company is
managed by the
Manager

Non-compliant

Governance
processes in place
as are appropriate to
the size and scope of
the Company’s
operations

Independence and conflicts
28.
The governing body should consider the following and other indicators holistically,
and 1on a substance-over-form basis, when assessing the independence of a
member of the governing body for purposes of categorisation. The member of the
governing body:
d. has been in the employ of the organisation as an executive manager during the
preceding three financial years, or is a related party to such executive manager;
30.

The following should be disclosed with regards to the composition of the governing
body:
b. The targets set for gender and race representation in the membership of the
governing body, and progress made against these targets.

i. The reasons why any members of the governing body have been removed,
resigned or retired.
Chair of the governing body
31.
The governing body should elect an independent non-executive member as chair to
lead the governing body in the objective and effective discharge of its governance
role and responsibilities.

32.

34.

36.

38.

The governing body should appoint an independent non-executive member as the
lead independent to fulfil the following functions:
a. To lead in the absence of the chair.
b. To serve as a sounding board for the chair.
c. To act as an intermediary between the chair and other members of the
governing body, if necessary.
d. To deal with shareholders' concerns where contact through the normal channels
has failed to resolve concerns, or where such contact is inappropriate.
e. To strengthen independence on the governing body if the chair is not an
independent non-executive member of the governing body.
f. To chair discussions and decision-making by the governing body on matters
where the chair has a conflict of interest.
g. To lead the performance appraisal of the chair.
The CEO of the organisation should not also chair the governing body, and the
retired CEO should not become the chair of the governing body until three complete
years have passed after the end of the CEO's tenure.
When determining which of its committees the chair of the governing body should
serve on, either as member or chair, the governing body should consider how this
affects the overall concentration and balance of power on the governing body.
Generally, the following should apply:
b. The chair may be a member of the committee responsible for remuneration but
should not be its chair.
d. The chair may be a member of the committee responsible for risk governance
and may also be its chair.
e. The chair may be a member of the social and ethics committee but should not
be its chair.
The following should be disclosed in relation to the chair:
b. Whether or not an independent non-executive member of the governing body
has been appointed as the lead independent, and the role and responsibilities
assigned to the position.
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Non-compliant

Partially
Comply

Partially
Comply

Governance
processes in place
as are appropriate to
the size and scope of
the Company’s
operations

Governance
processes in place
as are appropriate to
the size and scope of
the Company’s
operations

N/A

N/A
N/A
N/A

Partially
Comply

Governance
processes in place
as are appropriate to
the size and scope of

the Company’s
operations
Committees of the governing body
Compliant
Remarks
Principle 8: The governing body should ensure that its arrangements for delegation within its own structures promote
independent judgement and assist with balance of power and the effective discharge of its duties.
General
43. The terms of reference should, at a minimum, deal with the following:
h. The arrangements for evaluating the committee's performance.
Governance
processes in place
as are appropriate to
Non-compliant
the size and scope of
the Company’s
operations
47. Members of the executive and senior management should be invited to attend
The Company is
committee meetings either by standing invitation or on an ad hoc-basis to provide
managed by the
N/A
pertinent information and insights in their areas of responsibility.
Manager and has no
employees
50. The following should be disclosed in relation to each committee of the governing body:
a. Its overall role and associated responsibilities and functions.
b. Its composition, including each member's qualifications and experience.
Governance
c. Any external advisers or invitees who regularly attend committee meetings.
processes in place
Partially
as are appropriate to
d. Key areas of focus during the reporting period.
Comply
the size and scope of
e. The number of meetings held during the reporting period and attendance at those
the Company’s
meetings.
operations
f. Whether the committee is satisfied that it has fulfilled its responsibilities in
accordance with its terms of reference for the reporting period.
Audit committee
56. All members of the audit committee should be independent, non-executive members
Governance
of the governing body.
processes in place
Partially
as are appropriate to
comply
the size and scope of
the Company’s
operations
59. In addition to required statutory disclosure and the disclosures recommended in
paragraph 50, the following should also be disclosed in relation to the audit committee:
a. A statement as to whether the audit committee is satisfied that the external auditor
Partially
is independent of the organisation. The statement should specifically address:
comply
i
the policy and controls that address the provision of non-audit services by the
external auditor, and the nature and extent of such services rendered during
the financial year,
Governance
ii. the tenure of the external audit firm and, in the event of the firm having been
Partially
processes in place
involved in a merger or acquisition, including the tenure of the predecessor
comply
as are appropriate to
firm;
the size and scope of
iii the rotation of the designated external audit partner, and
Non-compliant
the Company’s
d. The audit committee's views on the effectiveness of the chief audit executive and
operations
N/A
the arrangements for internal audit.
e. The audit committee's views on the effectiveness of the design and
implementation of internal financial controls, and on the nature and extent of any
Partially
significant weaknesses in the design, implementation or execution of internal
comply
financial controls that resulted in material financial loss, fraud, corruption or error
f. The audit committee's views on the effectiveness of the CEO and the finance
N/A
function.
Committee responsible for nominations of members of the governing body
61. All members of the committee for nominations should be non-executive members of
Governance
the governing body, and the majority should be independent.
processes in place
Partially
as are appropriate to
comply
the size and scope of
the Company’s
operations
Refer to paragraph 50 for the recommended disclosures in relation to the committee responsible for nominations.
Committee responsible for risk governance
63. If the committees for audit and risk are separate, the governing body should consider
for one or more members to have joint membership of both committees for more
N/A
effective functioning.
Committee responsible for remuneration
65. The governing body should consider allocating oversight of remuneration to a
dedicated committee, or adding it to the responsibilities of another committee as is
N/A
appropriate for the organisation.
The company is
66. All members of the committee for remuneration should be non-executive members of
manged by the
the governing body, with the majority being independent non-executive members of
N/A
manager and has no
the governing body.
employees
67. The committee for remuneration should be chaired by an independent non-executive
N/A
member.
Social and ethics committee
68. For some companies, the establishment of a social and ethics committee is a statutory
Governance
requirement. The governing body of any organisation not so obliged should consider
processes in place
Non-compliant
allocating oversight of, and reporting on, organisational ethics, responsible corporate
as are appropriate to
citizenship, sustainable development and stakeholder relationships to a dedicated
the size and scope of

95 | P a g e

69.

70.

committee, or adding it to the responsibilities of another committee as is appropriate
for the organisation.
The responsibilities of the social and ethics committee should include its statutory
duties (if applicable) and any other responsibilities delegated to it by the governing
body.
The social and ethics committee should, subject to legal provisions, have executive
and non-executive members, with a majority being non-executive members of the
governing body.

the Company’s
operations
Non-compliant

Non-compliant

Evaluations of the performance of the governing body
Compliant
Remarks
Principle 9: The governing body should ensure that the evaluation of its own performances and that of its committees, its chair
and its individual members, support continued improvement in its performance and effectiveness.
71. The governing body should assume responsibility for the evaluation of its own
performance and that of its committees, its chair and its individual members by
determining how it should be approached and conducted.
72.
The governing body should appoint an independent non-executive member to lead
the evaluation of the chair's performance if a lead independent is not in place.
73. A formal process, either externally facilitated or not in accordance with methodology
approved by the governing body, should be followed for evaluating the performance of
the governing body, its committees, its chair and its individual members at least every
Governance
two years.
processes in place as
74. Every alternate year, the governing body should schedule in its yearly work plan an
Partially
are appropriate to the
opportunity for consideration, reflection and discussion of its performance and that of
Comply
size and scope of the
its committees, its chair and its members as a whole.
Company’s operations
75. The following should be disclosed in relation to the evaluation of the performance
of the governing body:
a. A description of the performance evaluations undertaken during the reporting
period, including their scope, whether they were formal or informal, and whether
they were externally facilitated or not.
b. An overview of the evaluation results and remedial actions taken.
c. Whether the governing body is satisfied that the evaluation process is improving
its performance and effectiveness.
Appointment and delegation to management
Compliant
Remarks
Principle 10: The governing body should ensure that the appointment of, and delegation to, management contribute to role
clarity and the effective exercise of authority and responsibilities.
CEO appointment and role
76.
The governing body should appoint the CEO.
77.
The CEO should be responsible for leading the implementation and execution of
approved strategy, policy and operational planning, and should serve as the chief link
between management and the governing body.
78.
The CEO should be accountable, and report to, the governing body.
79.
The CEO should not be a member of the remuneration, audit or nomination
committees, but should attend by invitation any meeting, or part thereof, if needed to
contribute pertinent insights and information.
80.
The CEO and the governing body should agree on whether the CEO takes up
additional professional positions, including membership of other governing bodies
The company is
outside the organisation. Time constraints and potential conflicts of interest should be
managed by the
considered and balanced against the opportunity for professional development
N/A
manager and has no
81.
The governing body should satisfy itself that there is succession planning for the CEO
CEO
position in place to provide continuity of executive leadership. Succession planning
should be reviewed periodically and should provide for both succession in emergency
situations and succession over the longer term.
82.
The governing body should formally evaluate the performance of the CEO against
agreed performance measures and targets at least annually.
83.
The following should be disclosed in relation to the CEO:
a. The notice period stipulated in the CEO’s employment contract and the
contractual conditions related to termination
b. Other professional commitments of the CEO, including membership of governing
bodies outside the organisation;
c. Whether succession planning is in place for the CEO.
Delegation
84. The governing body should set the direction and parameters for the powers which are
to be reserved for itself, and those that are to be delegated to management via the
CEO.
85. The governing body should approve a delegation of authority framework that
articulates its set direction on reservation and delegation of power.
Governance processes
86. The governing body should ensure that the delegation of authority framework
in place as are
addresses the authority to appoint executives who will serve as ex officio-executive
appropriate
to the size
members of the governing body and to make other executive appointments.
and scope of the
87. The governing body should oversee that key management functions are:
Partially
Company’s operations
comply
a. headed by an individual with the necessary competence and authority, and
b. adequately resourced.
The company is
88. The governing body should satisfy itself that there is succession planning in place for
managed by the
executive management and other key positions to provide continuity of leadership.
manager
Succession planning should be reviewed periodically and provide for both succession
in emergency situations and succession over the longer term.
89. A statement by the governing body on whether it is satisfied that the delegation of
authority framework contributes to role clarity and the effective exercise of authority
and responsibilities should be disclosed.
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Professional and corporate governance services to the governing body
Risk governance
Compliant
Remarks
Principle 11: The governing body should govern risk in a way that supports the organisation in setting and achieving its strategic
objectives.
7.
The governing body should consider the need to receive periodic independent
Governance processes
assurance on the effectiveness of risk management.
in place as are
Nonappropriate to the size
compliant
and scope of the
Company’s operations
8.
The nature and extent of the risks and opportunities the organisation is willing to take
Partially
should be disclosed without compromising sensitive information.
comply
9.
In addition, the following should be disclosed in relation to risk:
a. An overview of the arrangements for governing and managing risk.
Governance processes
b. Key areas of focus during the reporting period, including objectives, the key risks
in place as are
that the organisation faces, as well as undue, unexpected or unusual risks and
Partially
appropriate to the size
risks taken outside of risk tolerance levels.
comply
and scope of the
c. Actions taken to monitor the effectiveness of risk management and how the
Company’s operations
outcomes were addressed.
d. Planned areas of future focus.

Technology and information governance
Compliant
Remarks
Principle 12: The governing body should govern technology and information in a way that supports the organisation setting and
achieving its strategic objectives
17. The following should be disclosed in relation to technology and information:
a. An overview of the arrangements for governing and managing technology
and information.
b. Key areas of focus during the reporting period, including objectives,
significant changes in policy. significant acquisitions and remedial actions
taken as a result of major incidents.
c. Actions taken to monitor the effectiveness of technology and information
management and how the outcomes were addressed.
d. Planned areas of future focus.

Noncompliant

Governance
processes in place as
are appropriate to the
size and scope of the
Company’s operations

Compliance governance
Compliant
Remarks
Principle 13: The governing body should govern compliance with applicable laws and adopted, non-binding rules, codes and
standards in a way that supports the organisation being ethical and a good corporate citizen.
23. The following should be disclosed in relation to compliance:
Governance processes
a. An overview of the arrangements for governing and managing compliance.
in place as are
b. Key areas of focus during the reporting period.
appropriate to the size
Partially
c. Actions taken to monitor the effectiveness of compliance management and
and scope of the
comply
how the outcomes were addressed.
Company’s operations
d. Planned areas of future focus.
25.
Details of monitoring and compliance inspections by environmental regulators,
findings of non-compliance with environmental laws, or criminal sanctions and
N/A
prosecutions for such non-compliance should be disclosed.
Remuneration governance
Compliant
Remarks
Principle 14: The governing body should ensure that the organisation remunerates fairly, responsibly and transparently so as to
promote the achievement of strategic objectives and positive outcomes in the short, medium and long term.
Remuneration policy
26.
The governing body should assume responsibility for the governance of remuneration
by setting the direction for how remuneration should be approached and addressed on
N/A
an organisation-wide basis.
27.
The governing body should approve policy that articulates and gives effect to its
N/A
The company is
direction on fair, responsible and transparent remuneration.
managed by the
28. The remuneration policy should be designed to achieve the following objectives:
manager and has no
a. To attract, motivate, reward and retain human capital.
employees
b. To promote the achievement of strategic objectives within the
N/A
organisation's risk appetite.
c. To promote positive outcomes.
d. To promote an ethical culture and responsible corporate citizenship.
29. The remuneration policy should address organisation-wide remuneration and include
provision for the following specifically
a. Arrangements towards ensuring that the remuneration of executive
management is fair and responsible in the context of overall employee
remuneration in the organisation.
b. The use of performance measures that support positive outcomes across
The company is
the economic, social and environmental context in which the organisation
managed by the
N/A
operates; and/or all the capitals that the organisation uses or affects.
manager and has no
employees
c. If the organisation is a company, the voting by shareholders on the
remuneration policy and implementation report, and for the implementation
of related responding measures as outlined under Voting on Remuneration
below.
30. All elements of remuneration that are offered in the organisation and the
The company is
mix of these should be set out in the remuneration policy, including:
managed by the
N/A
a. base salary, including financial and non-financial benefits,
manager and has no
employees
b. variable remuneration, including short and long-term incentives and deferrals;
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c. payments on termination of employment or office; d sign-on, retention and restraint
payments,

d. the provisions, if any, for pre-vesting forfeiture (malus) and post-vesting forfeiture
(claw-back) of remuneration;

e. any commissions and allowances; and
31.

The governing body should oversee that the implementation
and execution of the remuneration policy achieves the
objectives of the policy.

Remuneration report
32. The governing body should ensure that remuneration is
disclosed by means of a remuneration report in three parts:
a. A background statement.
b. An overview of the main provisions of the remuneration policy.
Background statement
33. The background statement should briefly provide context for remuneration
considerations and decisions, with reference to:
a. internal and external factors that influenced remuneration,
b. the most recent results of voting on the remuneration policy and the
implementation report and the measures taken in response thereto,
c. key areas of focus and key decisions taken by the remuneration committee during
the reporting period, including any substantial changes to the remuneration policy;
d. whether remuneration consultants have been used, and whether the remuneration
committee is satisfied that they were independent and objective;
e. the views of the remuneration committee on whether the remuneration policy
achieved its stated objectives; and\
f. future areas of focus.
Overview of remuneration policy
34. The overview of the main provisions of the remuneration policy should address the
objectives of the policy and the manner in which the policy seeks to accomplish these.
The overview should include the following:
a. The remuneration elements and design principles informing the remuneration
arrangements for executive management and, at a high level, for other employees.
b. Details of any obligations in executive employment contracts which could give rise
to payments on termination of employment or office.
c. A description of the framework and performance measures used to assess
the achievement of strategic objectives and positive outcomes, including
the relative weighting of each performance measure and the period of time
over which it is measured.
d. An illustration of the potential consequences on the total remuneration for
executive management, on a single, total figure basis, of applying the
remuneration policy under minimum, on-target and maximum performance
outcomes.
e. An explanation of how the policy addresses fair and responsible remuneration for
executive management in the context of overall employee remuneration.
f. The use and justification of remuneration benchmarks.
g. The basis for the setting of fees for non-executive Directors.
h. A reference to an electronic link to the full remuneration policy for public
access.
Implementation report
35. The implementation report, which includes the remuneration disclosure in terms of the
Companies Act, should reflect the following:
a. The remuneration of each member of executive management, which should
include in separate tables:
i.a single, total figure of remuneration, received and receivable for the reporting
period, and all the remuneration elements that it comprises, each disclosed at
fair value,
ii. the details of all awards made under variable remuneration incentive schemes in
the current and prior years that have not yet vested, including the number of
awards, the values at date of grant, their award, vesting and expiry dates (where
applicable); and the fair value at the end of the reporting period; and
iii. the cash value of all awards made under variable remuneration incentive
schemes that were settled during the reporting period.
b. An account of the performance measures used and the relative weighting of each,
as a result of which awards under variable remuneration incentive schemes have
been made, including: the targets set for the performance measures and the
corresponding value of the award opportunity; and for each performance
measure, how the organisation and executive managers, individually, performed
against the set targets.
c. Separate disclosure of, and reasons for, any payments made on
termination of employment or office
c.
A statement regarding compliance with, and any deviations from, the
remuneration policy.

N/A

The company is
managed by the
manager and has no
employees

N/A
N/A

N/A

The company is
managed by the
manager and has no
employees

N/A

The company is
managed by the
manager and has no
employees

N/A

The company is
managed by the
manager and has no
employees

Assurance
Compliant
Remarks
Principle 15: The governing body should ensure that assurance services and functions enable an effective control environment,
and that these support the integrity of information for internal decision-making and of the organisation’s external reports.
Combined assurance
42. The governing body should oversee that the combined assurance model is designed
and implemented to cover effectively the organisation's significant risks and material
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matters through a combination of the following assurance service providers and
functions as is appropriate for the organisation:
.
c. Internal auditors, internal forensic fraud examiners and auditors, safety and
process assessors, and statutory actuaries

e. Other external assurance providers such as sustainability and environmental
auditors, external actuaries, and external forensic fraud examiners and
auditors.
Internal audit
48. The governing body should assume responsibility for internal audit by setting the
direction for the internal audit arrangements needed to provide objective and relevant
assurance that contributes to the effectiveness of governance, risk management and
control processes. The governing body should delegate oversight of internal audit to
the audit committee, if in place.
49. The governing body should approve an internal audit charter that defines the role and
associated responsibilities and authority of internal audit, including addressing its role
within combined assurance and the internal audit standards to be adopted.
50. The governing body should ensure that the arrangements for internal audit provide for
the necessary skills and resources to address the complexity and volume of risk faced
by the organisation, and that internal audit is supplemented as required by specialist
services such as those provided by forensic fraud examiners and auditors, safety and
process assessors, and statutory actuaries.
51. If a chief audit executive (CAE) position is provided for in the arrangements for internal
audit, the governing body should ensure that the position is set up to function
independently from management who designs and implements the controls that are in
place, and that the position carries the necessary authority.
52. The governing body should approve the appointment of the CAE, including the
employment contract and remuneration of the CAE, and ensure that the person who
fills the position has the necessary competence, gravitas and objectivity.
53. For reasons of independence, the CAE should have access to the chair of the audit
committee.
54. For reasons of independence, the CAE should not be a member of executive
management, but should be invited to attend executive meetings, as necessary, to be
informed about strategy and policy decisions and their implementation.
55. Where internal audit services are co-sourced or outsourced, the governing body
should ensure that there is clarity on who fulfils the role of CAE.
56. The CAE should report to the chair of the audit committee on the performance of
duties and functions that relate to internal audit. On other duties and administrative
matters, the CAE should report to the member of executive management designated
for this purpose as appropriate for the organisation.
58.

59.

60.
61.

Noncompliant

Governance processes
in place as are
appropriate to the size
and scope of the
Company’s operations

N/A

Noncompliant

Due to the size and
scope of the
company’s operations,
the company does not
have an internal audit
function

The governing body should monitor on an ongoing basis that internal audit:
a. follows an approved risk-based internal audit plan; and
b. reviews the organisational risk profile regularly, and proposes adaptations to the
internal audit plan accordingly
The governing body should ensure that internal audit provides an overall statement
annually as to the effectiveness of the organisation's governance, risk management
and control processes.
The governing body should ensure that an external, independent quality review of the
internal audit function is conducted at least once every five years.
The governing body should obtain confirmation annually from the CAE that internal
audit conforms to a recognised industry code of ethics.

Stakeholder Relationships
Compliant
Remarks
Principle 16: In the execution of its governance role and responsibilities, the governing body should adopt a stakeholderinclusive approach that balances the needs, interests and expectations of material stakeholders in the best interests of the
organisation over time.
Stakeholder relationships
4.
The governing body should exercise ongoing oversight of stakeholder relationship
management and, in particular, oversee that it results in the following:
a.
Measurement of the quality of material stakeholder relationships, and
Nonappropriate responses to the outcomes.
compliant
5.
The following should be disclosed in relation to stakeholder relationships:
a. An overview of the arrangements for governing and managing stakeholder
relationships.
b. Key areas of focus during the reporting period.
Noncompliant
c. Actions taken to monitor the effectiveness of stakeholder management and how
the outcomes were addressed.
d. Future areas of focus.
Shareholder relationships
10. The minutes of the AGMs of listed companies should be made publicly available.
N/A
Relationships within a group of companies

99 | P a g e

18.
19.

The holding company should disclose an overview of the group governance framework
that is implemented across the group.
The subsidiary company should disclose what responsibilities it has delegated to
board committees of the holding company and the extent to which it has adopted the
policies and procedures of the holding company.

Noncompliant
Noncompliant

Responsibilities of institutional Investors
Compliant
Remarks
Principle 17: The governing body of an institutional Investor organisation should ensure that responsible investment is practiced
by the organisation to promote the good governance and the creation of value to the companies in which it invests.
20. The governing body of an institutional Investor should assume responsibility for
governing responsible investing by setting the direction for how it should be
approached and conducted by the organisation.
21. The governing body should approve policy that articulates its direction on responsible
investment. This policy should provide for the adoption of a recognised responsible
investment code, principles and practices.
22. The governing body should delegate to management, if in place, or alternatively, to the
outsourced service provider if investment decisions and investment activities are
outsourced, the responsibility to implement and execute its policy on responsible
N/A
investment.
23. Where the institutional Investor outsources investment decisions or investment
activities to custodians, nominees, consultants or other service providers, the
governing body should oversee that the outsourcing is regulated by formal mandate
which reflects and gives effect to its responsible investment policy.
24. The governing body should ensure that service providers are held accountable for
complying with the formal mandate.
25
The responsible investment code adopted by the institutional Investor and the
application of its principles and practices should be disclosed.
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ANNEXURE 9 – Terms of Shares (MOI Extract)
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ANNEXURE 10 - SARS License

102 | P a g e

ANNEXURE 11 – What is Section 12J?

One of the main challenges to the economic growth of small- and medium-sized businesses and junior mining
exploration is access to equity finance.
To assist these sectors in terms of equity finance, government has implemented a tax incentive for Investors in
such enterprises through the Venture Capital Company (VCC) regime.
The VCC is intended to be a vehicle to attract retail Investors. It has the benefit of bringing together small Investors
as well as concentrating investment expertise in favour of the small business sector.
With effect from 1 July 2009, Investors (any taxpayers) can claim an income tax deduction in respect of the
expenditure incurred in the subscription for equity in a VCC shares.
The section 12J deduction is subject to a 12-year sunset clause, i.e., it ends on 30 June 2021. Consequently, no
deduction shall be allowed under section 12J in respect of shares acquired after 30 June 2021. This will allow for
review of the efficiency of regime and a decision will then be made as to whether it should be continued.
What does this mean for the Investor in Decentral?
The full amount invested in Decentral, to the extent it is approved by SARS as a Venture Capital Company, is
100% deductible from your income in the year in which the investment is made. This applies to individuals,
companies, and trusts.
An Investor in Decentral should therefore obtain a 45% tax incentive (for an individual taxpayer at maximum
marginal rate) at the time of investment.
If the investment in Decentral is held for a minimum period of time of 5 years the tax benefit conferred at the date
of investment will become permanent, i.e., NO recoupment of the tax benefit in the hands of the Investor when the
investment in the Decentral is subsequently realised, provided Decentral’s approval by SARS as a Venture Capital
Company has not for any reason been withdrawn.
Decentral is able to invest in companies with total assets up to R50 million (previously R20 million). Decentral is
able to consider investment in larger, more established companies, significantly expanding the investment
universe and reducing investment risk.
Governing Regulation
Section 12J is subject to the provisions of the Income Tax Act No. 58 of 1962 (the Act). Sectio n 12J was introduced
to cater for the deductions in respect of expenditure incurred in exchange for the issue of Venture Capital Company
shares.
An overview of how it works
Qualifying Investors will invest in approved VCCs in exchange for the issue of Venture Capital Shares and Investor
certificates. Investors can claim tax deductions in respect of their investments in an approved VCC.
The approved VCC will, in turn, invest in qualifying investee companies in exchange for Qualifying Shares.
Who qualifies to be an Investor?
Any taxpayer qualifies to invest in an approved VCC.
Qualifying Investors can claim income tax deductions in respect of the expenditure actually incurred to acquire
shares in approved VCCs.
Where any loan or credit is used to finance the expenditure in acquiring a venture capital share and remains owing
at the end of the year of assessment, the deduction is limited to the amount for which the taxpayer is deemed to
be at risk on the last day of the year of assessment.
No deduction will be allowed where the taxpayer is a Connected Person to the VCC.
On request from SARS, the Investor must verify a claim for a deduction by providing a VCC Investor Certificate that
has been issued by an approved VCC, stating the amount of the investment and the year of assessment in which
the investment was made.
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On request from SARS, the Investor must verify a claim for a deduction by providing a VCC Investor Certificate that
has been issued by an approved VCC, stating the amount of the investment and the year of assessment in which
the investment was made.
Except in the case of Venture Capital Shares held by a taxpayer for longer than five years, the deduction is
recouped (recovered) if the taxpayer disposes of the Venture Capital Shares to the extent of the initial VCC
investment (under the general recoupment rules of section 8(4) of the Act)).
Standard income tax and CGT rules apply in respect of VCC shares.
What supporting documents will the Investor receive from the VCC?
The approved VCC must issue Investor certificates to its Investors. This will provide SARS with the proof it needs
to allow the Investor the relevant tax deduction.
Who qualifies to be an Investee?
• The Investee must be a company; The company must be a resident;
• The company must not be a controlled group company in relation to a group of companies;
• The company’s tax affairs must be in order (a tax clearance certificate must be requested from SARS to
support this requirement);
• The company must be an unlisted company (section 41 of the Act) or a junior mining company; A junior mining
company may be listed on the Alternative Exchange Division (AltX) of the JSE Limited;
• During any year of assessment, the sum of the “Investment Income” derived by the company must not exceed
20% of its gross income for that year of assessment;
• The company must not carry on any of the following impermissible trades:
• Any trade carried on in respect of immoveable property, except trade as a hotel keeper (includes bed and
breakfast establishments);
• Financial service activities such as banking, insurance, money-lending and hire purchase; Provision of
financial or advisory services, including legal, tax advisory, stock broking, management consulting, auditing,
or accounting;
• Operating casinos or other gambling related activities including any other games of chance; Manufacturing,
buying or selling liquor, tobacco products or arms or ammunition; or
• Any trade carried on mainly outside the Republic.
• There are no special tax rules for investee companies. The standard tax rules will apply.
Requirements to be met by Section 12J companies
The VCC must satisfy the following requirements by the end of each year of assessment after the expiry of 36
months from the first date of issue of Venture Capital Shares:
• A minimum of 80% of the expenditure incurred by the VCC to acquire assets must be for Qualifying Shares,
and each investee company must, immediately after the issuing of the Qualifying Shares, hold assets with a
book value not exceeding: R500 million in any junior mining company; or R50 million in any other qualifying
company; and
• The expenditure incurred by the VCC to acquire Qualifying Shares in any one qualifying company must not
exceed 20% of any amounts received in respect of the issue of Venture Capital Shares.
Responsibilities of an approved VCC
The VCC must maintain a record of all its Investors. A copy of this record must be submitted to SARS in February
and August of each year. The records must contain at least the following details of the Investors:
•
•
•
•
•
•
•
•

Taxpayer Reference Number;
Name of entity;
Physical address;
Nature of trade;
Contact details;
Number of shares issued (per Investor);
Value of shares (per Investor); and
Date of issue of shares (per Investor).
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The VCC must maintain a record of all its investees. A copy of this record must be submitted to SARS in February
and August of each year. The records must contain at least the following details of the investees:
•
•
•
•
•
•
•
•

Taxpayer Reference Number;
Name of entity;
Physical address;
Nature of trade;
Contact details;
Number of Qualifying Shares received (per investee);
Value of Qualifying Shares (per investee); and
Date of receipt of Qualifying Shares (per investee).

The onus will be on the VCC to ensure that it invests in companies (i.e., investees) that meet the stipulated
requirements. The VCC must issue “VCC Investor certificates” to qualifying Investors in the year in which the
investment is received. The certificates issued by the VCC must include at least the following details:
•
•
•
•
•
•

The
The
The
The
The
The

VCC reference number as issued by SARS;
name and address of the VCC issuing the certificate to which enquiries may be directed ;
date of receipt of the investment;
name and address of the Investor;
Taxpayer Reference Number of the Investor; and
amount of the investment.

On request from the Minister of Finance, a VCC must submit a report providing information that the Minister may
prescribe.
In Summary
An Investor in Decentral will obtain a 45% tax incentive (for an individual taxpayer at maximum marginal rate) at
the time of investment.
There is no recoupment of tax incentive at the time of realisation of investment in Decentral if the investment is
held for a minimum period by the Investor of 5 years.
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