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Disclaimer: All reasonable steps have been taken to ensure the information in this document is accurate. The information provided in this document does not constitute investment, financial or other advice nor does it represent financial 
advice as contemplated in terms of the Financial Advisory and Intermediary Services Act, 2002. Independent professional financial advice should always be sought before making an investment decision. Past performance is not a guide to 
future returns. The Funds are exposed to counterparty risk which may, in the highly unlikely event of default by any counterparty, result in significant losses. By investing in any of the Funds, you acknowledge that you have read and agree to 
the terms and conditions of use, privacy policy, and risk disclosure as listed on our website from time to time. 

Pet Rock Digital Asset Management (PTY) Ltd (PRDAM) (Registration number 2021 / 667301 / 07),  registered at 42 Keerom Street, Cape Town, is the Fund Manager for the Digital Asset funds. PRDAM is an authorised Financial Services 
Provider (FSP 52536) registered with the Financial Sector Conduct Authority (FSCA). As an authorised FSP, the company and its employees have to act ethically and impartially with due diligence and care in the interests of the clients and 
the integrity of the financial services industry.  

Pet Rock SPC (the ‘Fund’) is a segregated portfolio company incorporated in terms of the laws of the Cayman Islands with company registration number SE-391893. PetRock Investments Limited (the ‘Manager’) is authorised and regulated 
by the Financial Services Commission (BVI) with registration number IBR/AIM/22/0748.
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Once calculated, the partners will declare the income/capital gains and deductible expenses alongside any other income they may have made in their individual tax returns for 
the relevant tax period.

For individuals, the individual tax periods run from the 1 March to the 28 February of the subsequent year, with filing season usually opening on the 1 July. The partners may also 
be required to register for provisional tax, depending on the amounts of income earned (please see below for more on above).

Sale of partnership interest?

When you withdraw from a partnership, you are in essence disposing of your 
interests in the crypto assets held by the Pet Rock partnership, which will in 
most cases result in a capital gain or loss.

How is your income calculated?

Each partner will be taxed on their share of taxable income arising from 
the partnership. This requires that: 

Each partner's liability for tax will arise on the day that income is deemed to 
accrue to or is received by the partnership, irrespective of when the income 
is distributed to the partners. Thus, for example, let's assume the Pet Rock 
fund manager stakes Ethereum owned by the Pet Rock partnership which 
earns R1,000 in yields. Let’s also assume that a R100 deductible expense 
was incurred by the partnership in doing this arising from trading fees. This 
equates to taxable income of R900.  If a partner has a 10% interest in the 
partnership, he will include R90 in his tax return as taxable income. 

Pet Rock Investments has simplified the tax calculation 
by providing the breakdown of any capital gains/income 
as well as expenses in your fund statement so as to allow 
you to easily populate your individual tax return.

How will Client investments in the Pet Rock Funds be taxed?
The South African Pet Rock Investment funds make use of en commandite (limited) partnerships. A partnership does not possess a legal personality – 
that is to say, it is not a separate legal person distinct from the individuals who constitute it. Accordingly, a partnership cannot be liable for tax. Instead, 
the partners are treated as separate taxpayers in their own right and are subject to be taxed.

Income or capital gains? 

Filing

How does one then determine whether an amount received or accrued to you should be 
included as income and taxed at your marginal tax bracket (ranging from 18%-45%) or 
as a capital gain (maximum 18%)? 

Generally, assets which are used to produce further income are capital assets and are 
therefore subject to capital gains. However, if an asset is sold regularly in a scheme of 
profit making, the accruals and receipt therefrom will most likely be revenue in nature 
and taxed at the taxpayer’s respective tax bracket rate. 

The intention of the limited partners can be discovered in relation to the partners which 
in most instances can be found in the partnership agreement indicating the type of 
trade or business the partnership will undertake. Objective factors such as the type of 
crypto assets purchased by the partnership and their use can be taken into account. If a 
transaction summary of the crypto asset disposals can be obtained, this can be 
consulted to determine how often disposals of the crypto assets took place as it is 
more likely to be of capital in nature where the assets are not disposed of regularly and 
are held onto for a longer period of time. 

For example, if the Pet Rock partnership purchased Ethereum in order to earn yield, the 
income from the yields themselves would be revenue. However, if the capital asset 
which earns these yields (i.e. the Ethereum) is sold at a later stage, it could be argued 
that this would result in a capital gain as it was a capital asset used to produce revenue.

Benefits of investing through Pet Rock?

Various methods exist in structuring an investment in the market, such as the use of companies, trusts or collective investment schemes (unit trusts). The use of an en 
commandite partnership brings with it some of the following benefits: 

1. Each en commandite partner’s liability is limited to the amount which the member has contributed or undertaken to contribute to the partnership and is only liable to the 
co-partners. Consequently, a creditor cannot approach you and demand payment for any amounts in excess of your capital contribution to the Pet Rock partnership. This 
can be contrasted to the situation where, for example, you invest in crypto assets yourself and incur a large range of liabilities which will ultimately result in creditors being 
able to hold you liable in your personal capacity. 

2. The partners are not taxed for a second time on any income that is distributed by the partnership. As the partnership is not a separate legal person, the partners are in 
essence earning the income directly themselves in proportion to their contribution. This can be contrasted to a company (which is a separate legal person) where the 
income is first taxed when received by the company and then taxed again in the hands of shareholders when distributed in the form of dividends. This could ultimately 
result in a higher effective tax rate. Income generated in the partnership is reinvested and no distribution occurs.

3. As the partnership is not a separate person, the partner will be allowed to deduct any allowable expenses in respect of that partner’s share to produce that partner’s 
income. This can again be contrasted to a company for example, where the shareholders are not able to deduct expenses incurred by the company as this is a separate 
legal person.

4. The en commandite partners do not participate in the business or trading activities of the partnership. This allows for the partners to entrust the day to day activities to a 
more experienced person once their partnership contribution has been made. This is particularly important when dealing with crypto assets, which can often be complex 
and requires a deep understanding of the markets.

Any income or capital gain in the partnership is calculated in 
accordance with their right to share in the profit or capital gain; and 

Any allowable deductions in relation to the trade of the partnership 
are deducted from the income or included in the base cost in 
determining capital gains. 


