
1.  NEDBANK GROUP TAX STRATEGY AND

TAX RISK MANAGEMENT

Governance Structure 
The Nedbank Group Board is ultimately accountable 
for determining the tax philosophy and approach of 
the Nedbank Group and together with the Group Audit 
Committee provides oversight of the tax practices and 
affairs of the Nedbank Group.

Nedbank Group’s tax philosophy and approach is 
documented in the Nedbank Tax Policy and is approved 
by the Group Audit Committee. The Nedbank Tax 
Policy provides the mandatory minimum principles and 
standards for the management of tax risk across the 
Nedbank Group, including tax compliance, transaction 
planning and implementation. The policy applies to all 
taxes and tax reporting obligations to relevant fiscal 
authorities in all jurisdictions in which the group carries on 
business. The Nedbank Tax Policy is reviewed on an annual 
basis and approved by the Group Audit Committee. 

The Nedbank Group Board holds the Group Chief 
Financial Officer accountable for ensuring compliance 
to the Nedbank Tax Policy.

The Executive Taxation Forum is established and chaired 
by the Group Chief Financial Officer and it supports the 
Group Chief Financial Officer in discharging her duties 
towards the Nedbank Group Board. It monitors tax 
compliance and compliance to the Nedbank Tax Policy 
and ensures that taxation risk is managed throughout 
the Nedbank Group. The Executive Taxation Forum 
meets quarterly and is represented by the Cluster  
Chief Financial Officers. 

The Nedbank Group’s tax status is reported quarterly 
to the Group Audit Committee. The Group Audit 
Committee is responsible for monitoring all significant 
tax matters, including the Nedbank Tax Policy. 

The Group Chief Financial Officer is a member of the 
Group Audit Committee and the Executive Head: Group 
Tax is a regularly attendee. The Group Audit Committee 
receives regular updates on changes to the regulatory 
environment. A specific area of focus during the current 
financial year was the effect of the implementation 
of the new accounting standard, IFRS 9, on the tax 
treatment of financial assets and liabilities.

The Nedbank Tax Policy is subject to periodic review by 
the Executive Head: Group Tax to ensure that the policy 
is updated to reflect any changes in leading practice, 
tax risk governance and control standards, changes in 
the organisational structure of the Nedbank Group and 
changes in the external tax and regulatory environments. 

Tax Strategy
The Nedbank Group is committed to:
•  being a responsible taxpayer, based on professionally 

executed tax compliance and legitimate tax planning 
which is based on valid business purposes and 
endeavours to comply with all tax legislation that 
may affect its tax obligations in all jurisdictions 
where it carries on business;

•  maintaining an open, honest and positive working 
relationship with the fiscal authorities in all 
jurisdictions where it is doing business;

•  adequate disclosure and transparency of all tax 
matters. We recognise that there may be areas of 
differing legal interpretation between ourselves 
and fiscal authorities, and where this occurs we will 
engage proactively with internal stakeholders and 
external counsel in order to resolve these issues as 
soon as possible; and 

•  continually monitor the potential impact of new 
tax legislation.

The Nedbank Group employs highly qualified tax 
professionals and takes advice from reputable 
professional firms when appropriate.
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Tax Risk Management
Taxation risk is managed in the context of the 
Nedbank Group’s Enterprisewide Risk Management 
Framework and the Three-lines-of-defence Model 
that is the backbone of the Group’s Enterprisewide 
Risk Management Framework.   

Tax risk can be divided into general risks that most 
commercial organisations are likely to face, and/or 
specific risks attached to the industry in which the 
Nedbank Group operates and can specifically arise 
from the following:
•  non-compliance with tax regulations resulting 

in penalties, fines, payment of interest or under 
provision of tax;

•  incorrect assessment, deduction and payment of 
tax liabilities;

•  ineffective tax planning and implementation; and
•  lack of engagement with revenue authorities and 

other relevant governmental departments, where 
necessary.

Industry Bodies
The Banking Association of South Africa (BASA) is the 
mandatory representative of the banking sector of which 
Nedbank is a member. The BASA Taxation Committee 
focuses on direct and indirect tax issues and assists in 
formulating industry positions or motivations for tax 
reforms within the various South African Revenue Acts, 
(including the Income Tax Act, the VAT Act, the Tax 
Administration Act and all subsequent Amendment Acts), 
which have a significant impact on its members. 
 
The BASA Taxation Committee seeks to promote 
discussions on issues relating to the Revenue Acts and 
assists BASA in advocating for the interests of its members 
in ensuring that the regulatory and supervisory framework 
that is in place takes cognisance of the relevant issues. 
The BASA Taxation Committee also influences the 
regulatory requirements where applicable.

The Nedbank Group subscribed to the United Kingdom 
Code of Practice on Taxation for Banks (the Code) 
which was introduced on 9 December 2009, due to the 
operations of the branch situated in London. The aim 
of the Code is to ensure that banking groups operating 
in the United Kingdom comply with the spirit, as well 
as the letter, of the law when it comes to tax matters.

Nedbank Group complies with the accord signed by 
The South African Revenue Service (SARS) and BASA 
to improve the levels of tax compliance. The accord 
also encourages the banking industry to promote tax 
compliance, both within banks and their clients, to 
periodically determine the effective tax rate of banks 
and to regularly engage SARS to resolve any matters of 
dispute. On the other hand, the accord encourages SARS 
to dedicate specific resources to the banking industry and 
ensure professionalism in the services they provide to the 
industry. It will further seek to enhance the relationship 
between SARS and the banks as well as providing greater 
certainty on the interpretation and application of tax and 
custom laws and the identification of tax risks.  

International Tax Landscape
The international tax landscape has changed 
dramatically in recent years as a result of economic 
challenges, and new standards have been developed to 
enable countries to protect their revenue bases. With 
the political support of the G20 Leaders, the OECD 
and G20 countries have taken joint action to address 
the weaknesses within the international tax system 
that create opportunities for Base Erosion and Profit 
Shifting (BEPS). Working with other countries, they 
have developed a comprehensive package of measures 
to tackle BEPS – referred to as the BEPS package. 
South Africa has introduced specific legislation to 
address BEPS and most notably the new transfer 
pricing documentation and the automatic exchange of 
Country by Country Reports. This is the first year that 
the Nedbank Group filed Country by Country Reports.
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In terms of the new transfer pricing documentation 
there is a requirement to file both the master 
(containing high-level information regarding the 
global business operations and transfer pricing 
polices) and local file (containing detailed transactional 
transfer pricing documentation specific to each country, 
identifying material related party transactions, the 
amounts involved in those transactions, as well as the 
company’s analysis of the transfer pricing determinations 
they have been made with regard to those transactions) 
with the relevant revenue authorities. 

On June 24, 2016 SARS issued the final version of the 
Business Requirements Specification (BRS) for both 
FATCA and CRS submissions due by the end of May 
2017. The BRS provides guidelines on the submission of 
information under each reporting regime for Financial 
Institutions to follow for the exchange of information. 
The FATCA and CRS 2017 submissions were successfully 
submitted to SARS during the financial year under 
consideration.   

South Africa signed a Memorandum of Incorporation on 
27 July 2017 between the BRICS countries to improve the 
tax compliance and to protect the tax base. 

The Nedbank Group does not obtain any significant 
benefit from ‘tax havens’. The Nedbank Group’s guiding 
principle in all inter group transactions is that the terms 
of these dealings shall be in accordance with the arm’s 
length principle. That is, for any inter group transaction 
the transfer prices relating to that inter group 
transaction shall equal the price that would have applied 
between unrelated parties, all other factors being 
equal. Inter group transactions are recorded in an inter-
company service level agreement. The Group’s tax and 
legal department must approve all such agreements. 

Local Landscape
The King Committee published the King IV Report on 
Corporate Governance for South Africa on 1 November 

2016 and is effective in respect of financial years 
commencing on or after 1 April 2017. King IV builds 
on its predecessors’ positioning of sound corporate 
governance as an essential element of good corporate 
citizenship. Good corporate governance requires an 
acknowledgement that an organisation doesn’t operate 
in a vacuum, but is an integral part of society and 
therefore has accountability towards current and 
future stakeholders.

Relevant tax amendments were introduced during 
2017 due to the introduction of IFRS9 in line with the 
announcement of the Minister of Finance in the annual 
budget presentation on 22 February 2017. Specific tax 
provisions were inserted to address the tax treatment 
of credit impairments. 

2. TAX NUMBERS AND PERFORMANCE

The effective tax rate for the Nedbank Group as at 
December 2017 is 25.5% (Dec 2016: 24.9%). The total 
direct tax charge for December 2017 is R4 209m 
(Dec 2016: R3 955m). This is less than the statutory 
rate of 28% in relation to the profit before tax per the 
Income Statement. A detailed reconciliation is provided 
below between the statutory tax rate and the effective 
tax rate with an explanation of each adjustment.
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   2017 2016

Taxation rate reconciliation % %

Standard rate of SA normal taxation 28.0 28.0

Non-taxable dividend income (2.4) (2.1)

Share of profits of associate 
companies and joint arrangements 1.2 0.2

Capital items 0.3 –

Foreign income and section 9D attribution (0.8) (0.8)

Other (0.8) (0.4)

Effective taxation rate 25.5 24.9



We constantly review our level of tax provisioning across 
the Nedbank Group. As it can take a number of years to 
obtain finalisation in respect of some items contained 
within the tax returns, it is necessary to reflect the risk 
that final tax liabilities could differ to amounts per 
submitted tax computations. The level of provisioning 
involves management judgment and estimation.

3. OUR ECONOMIC CONTRIBUTION OF TAXES PAID

The Nedbank Group recognises that it has a 
responsibility not only to be good with money, but more 
importantly to do good with it. Our core purpose as a 
bank is therefore to use our financial expertise to do 
good for individuals, businesses and society across our 
country and our continent. By seeing money differently 
in this way, we are confident that we will achieve our 
vision to be Africa’s most admired financial services 
provider.’ Mike Brown, Chief Executive: Nedbank Group.

The world faces massive economic, social and 
environmental challenges as a result of a steady 
population growth, growing levels of consumption 
and climate change, ranging from unemployment 
and income inequality to an increasing disease 
burden, food and water deficiencies.

With this background, Nedbank Group realised 
that the tax we pay is imperative to the economic 
and social development of the countries we operate 
in. Nedbank Group, therefore, realised that it has 
a responsibility to comply fully with the regulations 
in the countries that we operate in.
 
Nedbank Group’s total tax contribution for December 
2017 amounted to R9 802m compared to R8 854m in 
2016 and is illustrated in the graph below. The total tax 
contribution for 2016 was restated to include dividends 
withholding tax of R175m.
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2017

R1 622m

R4 177m

Taxes contributed by Nedbank Group:  
2017 compared to 2016

Corporate Income Tax            Indirect taxes

2016

R1 335m

R3 875m



VOLUNTARY DISCLOSURE

APPROACH TO TAX (continued)

p
u

rp
le

be
rr

y 
03

18
/1

02
95

Page 5 of 5

Tax payments to revenue authorities for 2017
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     Payroll taxes          Dividends Withholding Tax

2017

R254m

R3 749m

2016

R175m

R3 469m

Taxes collected by Nedbank Group  
on behalf of revenue authorities

(Other withholding taxes and levies collected on behalf of revenue 
authorities are not reflected due to their amounts being immaterial)
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