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Commissioner for the South African Revenue Service v Cornucopia Trust (469/2025) [2026] ZASCA:
Deductibility of “raising fees” in terms of section 24J of the Income Tax Act

The Supreme Court of Appeal (SCA) in Commissioner for the South African Revenue Service v Cornucopia
Trust (469/2025) [2026] ZASCA considered whether loan “raising fees” qualify as “interest” in the form of
“similar finance charges” under section 24J(1)(a) of the Income Tax Act 58 of 1962 (the Act).

Background facts and the SCA’s finding

The taxpayer, Cornucopia Trust, was a South African property investment/leasing trust which obtained
finance facilities over its investment properties. The finance facility attracted “raising fees” which were
determined as 2% of the facility amount. The raising fees were payable as an advance condition to utilise the
relevant facility, payable in two instalments (50% on signature of the facility and 50% on the earlier of 31
March 2012 or when the mortgage bond was registered over the relevant property).

The taxpayer claimed such raising fees as deductible interest, across the relevant facility periods, on the
basis that they constituted “similar finance charges” in terms of section 24J of the Act. SARS disallowed the
deductions, arguing the fees were costs of obtaining capital rather than the cost of using capital and therefore
these fees did not constitute similar finance charges.

The majority held that the raising fees constituted “similar finance charges” as defined, as the raising fee had
a direct link towards the use of the underlying capital. In this regard the court held that:

e Ifinterest is considered compensation for the time value of money and risk taken on by the lender, then
raising fees may similarly be paid in compensation for the deprivation of use of the money and to mitigate
the risk of non-payment;

e As the raising fee in this case was determined as a percentage of a short-term facility, and was an
advance condition for use of the facility they would be considered “inextricably linked”;

e  Therefore, the raising fees constitute necessary consideration, in the form of early compensation for the
use of the loan and is of similar function to interest and therefore would constitute “similar finance charges”
in terms of section 24J.

Impact of the decision on deductibility of raising fees

Although the majority accepted that the 2016 amendments to section 24J (in which “related finance charges”
was amended to “similar finance charges”) represented a narrowing of scope, it still held that a substance
over form approach must be taken in determining whether any particular expense constitutes “similar finance
charges.” This functional characterization includes what the charge is for, rather than the label given to a
charge in a contract.

Therefore, in determining whether raising fees fall within section 24J “similar finance charges,” taxpayers and



lenders should consider whether the raising fees are considered “inextricably linked” to the underlying finance
obtained; which may be indicated by:

e Whether the raising fee is an advance condition for use of the facility (i.e., credit would not be granted
absent the fee); and/or

e Whether the raising see is determined with reference the facility amount (e.g., percentage-based)

For more information and assistance, please contact:

Lesley Bosman Chantelle Haines Josh Chapple

Head of Tax Technical Associate Director Manager

Lesley bosman@@kpmag.co.2a Chantelle Haines@kpmg.co.za josh.chapple@kpmyg.co.za
M: 27 82 719 5523 M- =27 82 725 7269 M: =27 064 963 2530

Kind regards

KPMG Tax and Legal
kpmg.com/socialmedia Privacy | Legal

Yilin
ojc

© 2026 KPMG Services Proprietary Limited, a South African company with registration number
1999/012876/07 and a member firm of the KPMG global organisation of independent member
firms affiliated with KPMG International Limited, a private English company limited by
guarantee. All rights reserved.

The KPMG name and logo are registered trademarks or trademarks of KPMG International.


https://urldefense.com/v3/__https:/kpmg.rocketseed.net/servlet/link/24326/245351/26972771/1094639__;!!N8Xdb1VRTUMlZeI!keXG0HQv1ROY9LbK59ZqXeAA1XTk59fZytr9mUaccL_zPjdlrlMPq1Aa17lTVtFR6Bq7_DC1lb3Vx1djNGw$
https://urldefense.com/v3/__https:/kpmg.rocketseed.net/servlet/link/24326/245351/26972771/1094646__;!!N8Xdb1VRTUMlZeI!keXG0HQv1ROY9LbK59ZqXeAA1XTk59fZytr9mUaccL_zPjdlrlMPq1Aa17lTVtFR6Bq7_DC1lb3V3oczXSM$
https://urldefense.com/v3/__https:/kpmg.rocketseed.net/servlet/link/24326/245351/26972771/1094647__;!!N8Xdb1VRTUMlZeI!keXG0HQv1ROY9LbK59ZqXeAA1XTk59fZytr9mUaccL_zPjdlrlMPq1Aa17lTVtFR6Bq7_DC1lb3VkdAEgHo$
https://urldefense.com/v3/__https:/kpmg.rocketseed.net/servlet/link/24326/245351/26972771/1094640__;!!N8Xdb1VRTUMlZeI!keXG0HQv1ROY9LbK59ZqXeAA1XTk59fZytr9mUaccL_zPjdlrlMPq1Aa17lTVtFR6Bq7_DC1lb3Ve1vOnco$
https://urldefense.com/v3/__https:/kpmg.rocketseed.net/servlet/link/24326/245351/26972771/1094641__;!!N8Xdb1VRTUMlZeI!keXG0HQv1ROY9LbK59ZqXeAA1XTk59fZytr9mUaccL_zPjdlrlMPq1Aa17lTVtFR6Bq7_DC1lb3VAqm5wTA$
https://urldefense.com/v3/__https:/kpmg.rocketseed.net/servlet/link/24326/245351/26972771/1094642__;!!N8Xdb1VRTUMlZeI!keXG0HQv1ROY9LbK59ZqXeAA1XTk59fZytr9mUaccL_zPjdlrlMPq1Aa17lTVtFR6Bq7_DC1lb3VzNPed68$
https://urldefense.com/v3/__https:/kpmg.rocketseed.net/servlet/link/24326/245351/26972771/1094643__;!!N8Xdb1VRTUMlZeI!keXG0HQv1ROY9LbK59ZqXeAA1XTk59fZytr9mUaccL_zPjdlrlMPq1Aa17lTVtFR6Bq7_DC1lb3V0yeHVpM$
https://urldefense.com/v3/__https:/kpmg.rocketseed.net/servlet/link/24326/245351/26972771/1094644__;!!N8Xdb1VRTUMlZeI!keXG0HQv1ROY9LbK59ZqXeAA1XTk59fZytr9mUaccL_zPjdlrlMPq1Aa17lTVtFR6Bq7_DC1lb3VbDinb7A$
https://urldefense.com/v3/__https:/kpmg.rocketseed.net/servlet/link/24326/245351/26972771/1094645__;!!N8Xdb1VRTUMlZeI!keXG0HQv1ROY9LbK59ZqXeAA1XTk59fZytr9mUaccL_zPjdlrlMPq1Aa17lTVtFR6Bq7_DC1lb3VtL3_g7I$

