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Nedbank Stockbroker Report Problem
Nedbank made an inexplicable change to the way it reflected purchases of shares in its stockbroker statements in May.  Instead of showing the clean purchase price of shares as does Absa, FNB, Investec, PSG, Sanlam, Sasfin, Standard Bank and other local stockbrokers, it showed the total cost of the shares including transaction fees.  It continued to reflect sales excluding transaction fees.
To illustrate the problem, assume an investor bought 1 000 shares in X at R100 per share in May and incurred transaction fees of R100 (1%):
	
	Shares
	Price
	Cash
	Equities
	Fees
	%

	Before
	1 000
	100
	101 000
	100 000
	1 000
	1.0%

	Now
	1 000
	101
	101 000
	101 000
	0
	0.0%


The investor then sold the 1 000 shares in X for R100 each in May and incurred transaction fees of R700:
	
	Shares
	Price
	Cash
	Equities
	Fees
	%

	Before
	1 000
	100
	99 300
	100 000
	700
	0.7%

	Now
	1 000
	100
	99 300
	100 000
	700
	0.7%


In the before situation the profit on the sale would have been R0 and the total transaction fees is R1 700, which reflects reality.  In the after situation the loss on the sale would have been R1 000 and the transaction fees R700, which makes no sense.

I approached Nedbank on the inconsistency and they very kindly responded with an acknowledgement saying that as part of the upgrading of their new system a bug had crept in and would be fixed in the June statement.  They also highlighted that the bug only impacted the price on the monthly statement and would in no way impact the accuracy of the broker notes and tax reporting.  So the problem is solved.
Another potential Steinhoff on the way
The following extracts have been taken from the Tongaat Hullett Sens announcement dated 31 May 2019:
1. A review has revealed certain past practices which are of significant concern.
2. These appear to have resulted in financial statements that did not reflect the company’s underlying business performance accurately.

3. The review incorporates an independent forensic investigation to establish any evidence of whether or not any of these past practices were deliberate.

4. The company’s financial statements for 2018 will need to be restated.

5. The estimated reduction in equity as at 1 April 2018 is anticipated to be between R3.5bn and R4.5bn.

6. The adjustments relate to the reassessment of land sales against the revenue recognition criteria defined by IFRS and the associated profit margins, a revision to growing cane valuations and a reversal of costs capitalised to projects, cane roots, maintenance and inventory.

7. Reliance on the 2018 AFS is no longer appropriate.

8. The audited financial statements for the year ended 31 March 2019 will not be finalised by 30 June 2019. 
For my sins while on the Accounting Practices Committee at SAICA I was appointed as the local chairman of the agricultural statement, probably because I went to school in the Free State.  Our committee warned the international committee that the subjectivity of the standards in this statement could be abused.  Our comments were rejected.
How to save tax

An article published in the Citizen on 13 April suggests that you should buy property to let to save tax.  You can claim rates and taxes, levies, repairs and maintenance, interest on the mortgage bond and insurance premiums.  So for every R1 you incur in expenses you will get between 18 and 45 cents back from SARS.  Don’t you just love the logic?  You won’t believe how often I have heard this idea expressed by otherwise highly qualified accountants and advisors.  If you do not want to pay tax why not ask your boss to cancel your salary so you can avoid paying the tax thereon?  This argument is similar to the frenetic buying of RA’s just before the end of February of each year so that you can save between 18 and 45 cents on every rand you throw at these financial products in the hope you may receive something back in 30 years.

Homeowner’s Associations

A relative of mine is a director of a Homeowner’s Association which governs hers and four other properties in the complex.  I am the bookkeeper.  At a recent directors’ meeting a suggestion was made by the chairman that the association can save expenses by not paying CIPC fees.

I had to point out that if they took this route:

9. The bank account of the association and any cash lying in the account would be frozen.
10. If an owner wished to sell his or her unit, transfer of the title would not be permitted.

11. The directors would be held liable for any damages due to their actions.
Needless to say, the suggestion was immediately withdrawn.
Kind regards, Charles Hattingh, June 2019
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